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IV PREFACE. 

that, insted ov simply giving, as I had at first intended, 
an explanation ov the principls upon which my summaries 
ov the companies' accounts were drawn up, I woud make 
this work a complete essay upon life insurance accounts 
generally, and particularly upon the accounts to be filed 
under the shedules i to 4 ov the Life Assurance Companies 
Act 

It is undeniabl that the compulsory publication of the 
accounts ov all the life insurance companies doing business 
in the United Kingdom has been attended with very great 
advantages ov various kinds. But a great part ov the 
advantage to be derived from this publication ov accounts, 
will not be effectually secured unless the accounts are 
rcnderd in a strictly uniform manner. At present this is 
far from being the case. Even when ther is a genuin 
desire to comply in the fullest and strictest possibl manner 
with the Act, ther will be many points on which the 
managers of companies take different views as to the form 
of account which will most strictly accord with its require- 
ments. These points will aril be carefully considerd in 
the following pages. In many instances it is not difficult 
to show from a careful study ov the Act itself, that certain 
ways ov preparing the account are correct, and certain other 
ways incorrect. But in a good many cases, where the 
accounts hav been drawn up in different ways, ther is nothing 
in the Act to indicate which is the correct manner; and 
before uniformity can be attaind it will be necesaai|^^.jQJ^cir 
that the Board of Trade shoaiAlAiMMthorized 





PREFACE. V 

a series ov explanatory regulations, or that the Act should 
be amended, and the shedules made more precise where 
necessary. 

It is needless to mention that the preparation ov the 
book has been a task ov much labor. It has extended 
over a considerable period, having been taken up from time 
to time as my professional engagements allowd me leisure 
for the purpos. It has also been attended with considerabl 
expense, which I can scarcely anticipate will be repaid by 
the sale: but I shall consider myself well repaid for the 
outlay ov time and money, if the work shall prove useful 
to those who ar practically engaged in the business ov life 
insurance; and more especially if it shall eventually be 
found to contribute to the amendment ov the shedules ov 
the Act, and thus lead to greater uniformity in the publisht 
accounts ov the life insurance companies. 

The accounts referd to ar those containd in the blue- 
book ov 1872 when not otherwize described. I cannot 
venture to hope that a work ov this kind will be free from 
inaccuracy, and I shall gladly receiv intimation ov any 
necessary corrections. The reader is particularly requested 
to make the alterations indicated on the next page. 

T. B. SPRAGUE. 



J I April 1874. 
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ERRATUMS. 



Page 13, line 10; for at read as. 

16, „ 3; „ improperly, r^^M^ unduly. 

10; add and the Law Union gives " Commission 
and Agents' Charges". 

6 from bottom ; delete Emperor, 

I ; for remarkable read unusual. 
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17; V„ improperly „ 

29 ;J 

7 ; I hav been since informd that the omission was 
unintentional, the Securities being British 
Government Securities. 

Z\for the principal part, read a considerable part. 
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CHAPTER I. 



On the Differences between a Revenue Account and a 
Cash Account; and on the general nature of the 
Revenue Account and Balance Sheet prescribed by the 
Life Assurance Companies Acr, and the connection 
between them. 

1. Last year I published a summary of the accounts returned to 
the Board of Trade in the year 1^71 by no British life insurance 
companies, in compliance with the Life Assurance Companies 
Act, 1870. That summary was not confined to a mere statement 
of the more important details connected with each company, but 
aimed at giving an exhaustive analysis of each account. It would 
have been a comparatively simple matter to enter under the 
appropriate heading the figures given by each company, putting 
under a general heading, such as "Other Receipts," "Other Payments," 
" Other Liabilities," " Other Assets," any item which did not come 
strictly under one of the recognized headings. Instead, however, of 
adopting that easy course, I endeavoured by a careful study of each 
account and by enquiry from the managers of the Offices, to ascertain 
the true nature of any item the meaning of which was not apparent 
on the surface ; and I wish here to express my thanks to the many 
gentlemen who have most courteously answered my enquiries, and 
given me information that they might, if so disposed, have 
declined to give to a person not pecuniarily interested in their 
respective companies. In very few instances have I had any ground 
to complain of reticence, and in scarcely any, of discourtesy. 

B 



3l It will be obvious to any pers<Hi who studies die accounts as tliey 
appear in the blue-book that the managers of the companies have 
taken very different views with reference to many of the items 
contained in the schedules of the Act ; and altho' not the least 
advantage expected to be derived from the Act was a strict 
uniformity in the deposited accounts, that is as yet very £aur from 
being obtained. Many of the accounts accordingly required 
considerable adjustment before their figures could be entered in the 
tables of my summary, so as to be properly compared with the 
accounts of other companies. In this respect my tables differ widely 
from some other popular statements that have been published ; but 
it will, I believe, be found on examination that my figures more 
correctly represent the actual transactions of the various companies. 
I have now to explain the general principles on which those changes 
were made, and to point out the more important alterations made 
in individual accounts. As a preliminary to this it will be convenient 
to consider in detail the nature of the accoimts prescribed by the 
Act 

3. Beforie the passing of the Act the accounts published by most of 
the insurance companies were mere cash accounts of receipts and 
expenditure. They were, in fact, mere summaries of the company's 
cash book, showing the actual amount of cash received and 
disbursed under each heading. They thus included on the one side, 
not only the receipts properly so called, but sums of money received 
on repayment of mortgages, or for the sale of securities, or as loans 
from the company's bankers or other persons; and, on the other 
side, payments for loans granted, or securities purchased, or loans to 
the company's bankers repaid. This cash account was never 
accompanied by a balance sheet. Sometimes there was appended 
to it a statement of the investments of the company ; but even when 
this was done, it was commonly the case that the total value of the 
investments was not stated. Thus, for instance, among the invest- 
ments might appear ;^2o,ooo Consols, without any information being 
given as to the cost price of the stock or its value at the date to 
which the accounts were made up. It was thus impossible to 
l)are the investments of one year with those of the preceding, 




trace, with the help of the statement of receipts and expenditure, how 
the assets of any one year become altered to tho$e of the next 

4. The form of account prescribed by the Act is not a cash account, 
but what is technically known as a revenue account, — ^what accountants 
call in the case of an ordinary business a " trade account," — ^which is 
intended to show, not the cash receipts and disbursements of the 
period to which the account relates, but the true income and true 
charge of the period, whether actually received and paid in it, or not 
The difference between this income and charge will be, in the case of 
an ordinary trader, the profit of the year ; and if the true income of 
the year is added to the trader's property at the beginning of the 
year, and the true charge of the year is subtracted firom the sum, the 
difference will be his property at the end of the year. These ideas 
apply with very little change to the accounts of insurance companies 
as given in the Schedules to the Act The difference between the 
true income and charge of the year will not now be the profit of the 
year, properly so called, inasmuch as this difference has to be invested 
to provide for the ultimate liabilities of the company under its 
assurance and annuity policies; but leaving these liabilities out of 
consideration, we may still say that by adding the true income to the 
amount of the property (or funds) at the beginning of the year, and 
subtracting the true charge, we shall get the amount of the property 
(or fiinds) at the end of the year. 

6. The two principal characteristics which distinguish a revenue 
account from a cash account are the following : — 

Firstly. In a cash account there will appear among the receipts 
such entries as " Mortgages repaid," " Sums received for sale of stock 
or other securities," " Sums received for loans from the Company's 
bankere or other persons"; and among the payments, "Sums ad- 
vanced on mortgage during the year," " Sums paid for purchase of 
securities," and " Repayments of borrowed money." In a revenue 
account, on the contrary, no such items ought to appear. It is 
indeed obvious that all such receipts and payments relate to capital 
and not to income, and therefore should have no place in an account 

to give only the income of the year. The trans- 
rfdate may of course influence the income of 
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&2t wiiea dss s dae gczIx a tttnioL of ^e vesr s cszsactians dot is 
ftadewtdf saj dsasstst dot msr tzke pibce xt tfae assess of the 
comfoajf Dot bemg a cai^ czzsaczkKE. is moc represiai&ad in the 
^ccrjoau id likt xtzz- zed diese tbse&Dce &> hoc ^^ a £dtlifdl 
record of the progress of die rtgiifani, Tbe Coosds or odkr stodc 
held bj die cooqiaiij war €hsn^ m Taloe ; it tdsj eidier inciease in 
ralaey so diat die componj realizes a feandsome pra6t; or dte 
CfAOiaatf toaj sustain a beaiy loss bjr a £dl in die Talne cf die stock ; 
bad det^s of any am o unt may be incmred and written off; but 
in none of diese cases win .anj trace of the drcmnstance appear in 
a cash accc^tnt If the company has bou^it a reveisicHi, its increase 
in vahie^ whether from jear to jear, or from one quinquennial Talua- 
tion to anodier, win never appear in a cash account; and when the 
revcTi^ion at last falls in, the sum shown in the account win be, not 
the profit on the transaction, but the total amount of the reversionaiy 
#um received. There are among the transactions of life insurance 
arniifATilcn z great number which are not cash matters at all, but 
whi<;h have to be dealt with by what are known as "journal entries." 
N^H to upeak of such smaU matters as the payment of claims under 
discount, (where the amount of the claim appearing in the cash-book 
will only be the net amount paid after deduction of the discount, 
whcrca» in a revenue account the total amount of the claim ought to 
Appear^) wc may have the case of a loan from the company cancelled, 
in (;art or in whole, by the admission of a claim on the life of the 
l)orrower. It is certainly possible in cases like these to give a cash 



'tA/^^M-^ 





appearance to the transactions by passing a cheque thro* both sides of 
the account, or, so to speak, paying money out of one pocket into 
the other; but there are other cases in which even this expedient 
could not with propriety be adopted. Such, for instance, is the case 
where a contingent reversion has been purchased by the company 
and the sum invested in the purchase is lost in consequence of the 
death of the reversioner before the tenant for life ; or the case of a 
loan on one of the companjr's own policies where the borrower fails 
to pay the interest and premium, and the policy consequently lapses, 
and the security for the loan disappears. In this last case, the only 
correct course is to write off to surrenders the amount of the loan 
and interest due ; and great risk of confusion and error would occur 
if, instead of doing this, it were attempted to pass a cheque thro' the 
account. A consideration of these points proves clearly that a 
revenue account is far better adapted to exhibit the transactions of 
life insurance companies than a mere cash account ; and there can 
be no doubt that the framers of the Act were wise in prescribing the 
former in preference to the latter. 

7. Secondly, Another feature of a revenue account is that whereas 
in a cash account there are entered among the receipts, the pre- 
miums and interest and other sums actually received in the year; 
and among the payments, the claims, dividends to shareholders, and 
expenses, actually paid in the year ; in a revenue account there is 
given on the one side, the true income of the year, and on the other, 
the true charge of the year. Thus, on the one side there will be 
entered the premiums and interest falling due in- the year ; and on 
the other side, the claims admitted (or arising) in the year, and 
the dividends to shareholders and expenses and other outgoings 
properly chargeable to the year. This characteristic of a revenue 
account will perhaps not be obvious at first sight to persons accus- 
tomed only to a cash account of receipts and payments. It will 
be seen to result at once from the definition alone given of a revenue 
account as one the object of which is to state the true income and 
true charge of the year ; and it will become clearer when we examine 
the form of account contained in the schedules of the Act. 

8. It v3 fee convenient to consider first the form of account con- 







tained in schedules i and a of the Act, which apply to companies 
transacting life insurance business exclusively and set forth the 
returns which are to be made annually by them. These con^t of 
(i) a Revenue Account, showing the income and ou^ of the year, 
and (2) a Balance Sheet, showing the assets and liabilities at the aid 
of the year. These are arranged so as to refer to each other and to 
the accounts of the preceding year ; and in their turn will be referred 
to in the accounts of the succeeding year. The revenue account 
commences with the "amount of fimds at the beginning of the 
year"; it shows the income and ou^o of the year; and the last 
item in it is the " amount of funds at the end of the year," 
as deduced from the amount at the beginning by adding the 
income and subtracting the outgo. The balance sheet shofrs oa 
one side, the gross amount of the assets, including not only the 
investments and cash in hand, but also all sums owing to the com- 
pany, such as premiums and interest due and unpaid ; and on the 
other, the sums owing by the company, and the resulting amount of 
funds at the end of the year, which agrees with that contained in the 
revenue account. Just in the same way as the amount of iUnds at 
the end of the year is the difference between the assets and liabilities 
stated in the balance sheet for the end of the year, so the " amount 
of funds at the beginning of the year" with which the revenue 
account commences, will be the difference between the assets and 
liabilities at the beginning of the year, that is to say, at the end of 
the previous year, as stated in the balance sheet at the end of that 
year. The revenue account is thus connected at its beginning with 
the balance sheet of the previous year, and at its end with the 
balance sheet of the current year; and it virtually shows how the 
amount of funds at the end of one year has become changed to the 
amount at the end of the next year. 

9. In consequence of this connection of any revenue account 
with two balance sheets, we shall find that the particular items 
which should appear in the revenue account will be best deter- 
mined by a study of those which appear in the two balance 
sheets. Thus, any item included in the amount of the funds at 
the end of the year and not included in the amount of the f 



at the beginning of' the year, can only occupy that positioD by having 
been included as an item of the income of the year. Hence we get 
the rule that any item included in the amount of funds at the end of 
the year and not in the amount of funds at the beginning of the year, 
is to be entered as an item of the mcome of the year. For example, we 
see at once from the fonn of the balance sheet that the amount of the 
funds at the end of the year includes the premiums and interest due 
and unpaid at that date: hence those premiums and that interest 
must be entered as part of the income of the year, ^ain, any item 
contained in the amount of funds at the beginnii^ of the year, must 
not be entered as an item of income of the year j thus the amount 
of funds at the beginning of the year includes the premiums and 
interest due and unpaid at that time, and these, tho' paid in the year, 
must not be included in the income of the year. The general result 
is, as stated above, that the premiums ajid interest entered in the 
income of the year are those that fall due in the year, whether they 
are paid in the year or are outstanding at the end of the year; and 
this is strictly in conformity with the idea we should previously have 
formed of the trae income of the year. 

10. As regards the outgo, we see that any item which has been 
deducted from the amount of the fimds at the beginning of the year 
in axrivii^ at the amount of the funds at the end of the year, must 
be entered as an item of oulga Thus we see from the balance sheet 
that the claims due and unpaid at the end of the year, also the 
salaries and directors' fees, annuities, tradesmen's bills, &c, due at 
the end of the year and unpaid, have been allowed for in arriving at 
the amount of the funds at the end of the year. These items, there- 
fore, altho' not paid in the year, must be entered as items of the 
outgo of the year. Similarly, the claims, &c, due at the begmnii^ 
of the year and unpaid, were allowed for in arriving at the amount 
of the funds at the begimiing of the year, and must therefore not be 
entered as items of the outgo. It follows therefore that the outgo 
of the year includes the charges arising in the year or belonging to it, 
whether paid in the year or not. Having thus laid down the general 
principle its special application to each item in the account will be 
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11. The amount of the funds at the beginning and end of the year 
respectively contains the paid up capital (if any) at those times. 

■ 

Hence, if a further amount of capital is paid up in the course of the 
year, this must be entered in the account as an item of receipt. 
This additional capital is not, of course, an item of income (or 
revenue), properly so called ; and to this extent the form of account 
given in the ist schedule is not strictly a revenue account, but 
should rather be called a " Capital and Revenue Account" 

12. In the case of companies whose published accounts before the 
passing of the Act consisted of a cash account with a statement of 
the amount of the investments, this amount will be different from the 
amount of the funds at the same date, as required to be deposited 
with the Board of Trade. The most satisfactory course for such 
companies to follow on the occasion of making their first return 
under the Act was to give with their annual reports a short 
preliminary account showing how the one amount is got from 
the other, by adding to the old amount of assets the interest 
and premiums due and unpaid, deducting the claims admitted 
but not paid, and making the similar corrections required for the 
other items. This course has been taken by some companies, but 
not by all. Several have taken the amount of the investments 
given in the last account as the first item in their revenue account ; 
and the consequence of following this course is that many of 
the items are incorrectly given in the accounts. The sum entered 
as the premiums of the year really includes more than a year's 
premiums, namely, both the premiums falling due in the year, and 
those due and unpaid at the beginning of the yeafr. The interest 
and the claims of the year are both similarly overstated in the 
accounts in question. In consequence of this, many of the com- 
parisons that might be made with advantage between different 
companies are vitiated. Thus, the premiums of the year being over- 
stated, the ratio of the expenses to the premiums will appear smaller 
than it really is ; the interest and dividends of the year being over- 
stated, the average rate of interest realized on the funds will appear 
larger than it really is ; and similarly with the claims. It would have 
been desirable to specify the offices to which these remarks apply, 



but I could not be certain of obtaining a complete list of them, and 
I considered that it would be rather misleading than otherwise to 
give an incomplete list. I have therefore thought it better to abstain 
on this occasion from giving the comparison of the accounts of dif- 
ferent companies which I promised in the remarks prefixed to my 
smnmary of the accounts. I found, in fact, that in consequence of 
the above mentioned overstatement of the amount of the year's 
premiums, the comparison based on the returns made to the Board 
of Trade would give a wholly false representation of the position 
of certain companies. This cause of error, however, applies only 
to the first returns made by such companies under the Act; and 
on some other occasion I shall hope to give a series of comparisons 
that will be useful and interesting, not only to the actuary and the 
student, but also to the general public. 

13. The above mentioned overstatement of the premiums, the 
interest and dividends, and the claims, of the year, arises in con- 
sequence of the change from one system of presenting the accounts 
to another; and will of course not^ occur in future when all the 
accounts are finally brought into the proper shape.' Analogous 
disturbances are produced when credit is for the first time taken in 
the revenue account for the full premiums instead of the half actually 
paid on half-credit policies or for the fiill premium instead of the 
premium reduced by bonus, or for the accrued interest not yet due ; 
and it will be several years before the effect of all these finally 
disappears from the accounts. 

14. Having thus explained the general nature of the Revenue 
Account and Balance Sheet of the ist and 2nd Schedules of the Act, 
I propose in the following chapters to consider each item in them 
separately. For convenience of reference the ist and 2nd Schedules 
of the Act are here reprinted. (See next page.) 
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CHAPTER II. 



On the form of the Revenue Account prescribed by the 
First Schedule of the Act. — Income. 

15. The first item in the Revenue Account is the Amonnt of fluids 
at tlie beginning of tlie year. The amount of the funds at the 
beginning of any one year will of course be thd same as the amount 
of the funds at the end of the previous year; and when the Act 
has been in operation for several years, so that we are able to 
get a complete series of each company's accounts, the revenue 
account of each year will commence with the amount of funds 
at the end of the previous year as shown in that year's revenue 
accounts. The balance sheet enables us to determine what items 
are to be comprized in the amount of fimds at the end of the 
year, as given in the second schedule; and the accounts filed 
under the Act would have been more complete if the first returns to 
be made by each company had included a balance sheet at the 
beginning of the year, that is, at the end of the previous year ; and 
in this case the amount of funds at .the beginning of the year would 
in all cases have been correctly given in conformity with the general 
principles of the Act. This not having been the case, several com- 
panies, as I have stated above, have incorrectly given the amount of 
funds at the beginning of the year as equal to the amount of assets 
appearing in their last account. 

16. Turning now to the balance sheet, we are enabled to deduce 
the following definition of the amount of funds at that time. The >ld 
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"amount- of funds" intended by the Act is equal to the amount of 
all the investments^ ificreased by all the sums due to the company^ 
and diminished by all the sums owing by the company. The amount 
of funds must therefore include not only the bank balance, cash in 
hand, &c., but also the premiums and interest due to the company ; 
and in arriving at it, the debts of the company of every kind must be 
allowed for. Thus, for instance, if the company takes money on 
deposit, the sum due to depositers, both for interest and principal, 
must be deducted from the total of the assets. 

17. There are certain assets, or sums due to the company, at to 
which it seems at first sight doubtful whether they ought to be included 
in the amount of the funds. • One of these is the Current Interest on 
loans, which has accrued, but is not yet payable. If this is omitted, 
the real assets of the company are to that extent understated ; and it 
appears therefore desirable that this should be included in the 
amoimt of the funds, in which case the interest of the year will 
include the current interest accrued at the end of the year, while the 
current interest accrued at the begiiming of the year must be excluded 
from it Another of these items is the Unpaid Instalments of annual 
premiums payable by halfyearly or quarterly instalments. In this 
case, if the policy become a claim, any such unpaid instalment 
would be deducted from the sum assured; and this circumstance 
proves that it is as real an asset as any other advance on the security 
of the policy. In strictness, therefore, these sums ought to be 
included in the amount of the funds, and the premiums of the year 
should include these instalments. Of course where the policy is 
subject to the payment of halfyearly or quarterly premiums, properly 
so called, so that when the sum assured becomes payable, no 
deduction will be made on account of unpaid halfyearly or quarterly 
premiums, such halfyearly or quarterly premiums must not be inclu- 
ded in the amount of the funds. 

18. As long as we confine our attention to Schedules i — 4, there 
is nothing to enable us to say with certainty whether the assets just 
considered should be included in the amount of the funds : but when 
we examine the connection with Schedules i and 2 of the "Summary 
nod VflbH|d|||flHM Balance Sheet " given under the 
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Fifth Schedule, we see that according to the true construction of the 
Act, the assets in question ought to be included in the funds. For it 
will be admitted that they must be taken into account in arriving at 
the surplus shown by the valuation ; and the form of the Valuation 
Balance Sheet does not allow of stating them there as a separate 
item, whence it follows that they must be included in the "Life 
Assurance and Annuity Funds," and consequently in the Amount of 
the Funds of the ist and 2nd Schedules. 

19. The Caledonian has given after the Amount of the Life Fund 
the item, " Loans on Half Credit and Alternative Policies and Out- 
standing Premiums not previously credited"; and the Northern has 
similarly given the item (in its Non-Participation Life Account), 
" Proportion of General Reserve Fund transferred to this Account" 
It would have been more correct to include these amounts in each 
case as part of the funds at the beginning of the year ; and I have so 
treated them. The Prudential gives among its Other Receipts the 
item "Superintendents' Balances," these being sums due from the 
superintendents not previously introduced into the account This 
also should have been included with the Amount of funds at the 
beginning of the year, and I have so treated it 

20. The following companies have given notes or explanations, more 
or less complete, showing how the Amount of funds with which the 
revenue account commences, is deduced from the previous accounts 
of the company: — Edinburgh^ English 6^ Scottish^ Gresham^ Life 
Assn. of Scotland, Marine &* General, Scot, Amicable^ Scot, Provident^ 
Standard, Union, Universal, Whittington, 

' 21. We now come to the various items of receipt and will consider 
them in succession. 

22. Fremiums. Under this should be included, in conformity 
with the general principles laid down in the ist Chapter, the 
premiums falling due in the year. It should not include premiums 
received in the year, but due in the previous year; these having 
been included in the amount of the funds at the beginning of 
the year as premiums due but not paid. Nor should it include 
premiums falling due in following years, which may from any cause 
be paid in the year ; but such premiums should be either entered 



as a liability in the balance sheet, or deducted from the amount of 
premiums due and unpaid. These premiums, it is clear, form no 
part of the income of the year, but belong to the income of the 
succeeding year, and the Amount of the Funds at the end of the 
year should not be increased in consequence of the receipt of 
them. However, having been received, the companjr's assets at the 
end of the year will of course be increased by the amount, and it 
will therefore be necessary to enter the amount so prepaid as a 
liability in the balance sheet, — this being the obvious way of keeping 
it out of the Amount of the Funds. It will be seen that the same 
object will be attained by deducting the amount from the outstanding 
premiums on the other side of the balance sheet 

23. Some companies, as the Atlas and Wesleyan and General^ have 
given two items among the receipts, namely "Premiums", (mean- 
ing apparently the premiums actually received in the year,) and 
"Premiums Outstanding." I have had no alternative but to add 
these together in my summary, altho' the premium income is thus 
overstated. In the case of several other companies I have ascer- 
tained by comparing the accounts of successive years, that the 
premium income has been overstated, by including in this item 
both the premiums received and the outstanding premiums; but 
I am unable to give a complete list of these. 

24. The statement above made, that the sums to be entered under 
Premiums are to be those falling due in the year, requires some 
modification when we remember that the payment of premiums is 
optional on the part of the assured, and that certain of the premiums 
falling due in the year will not be paid, the policies being allowed to 
lapse in the course of the year under consideration. How are these 
to be dealt with ? One company, the Scot Provincial^ has entered 
among its outgo, the item "Renewal receipts returned, not taken 
up," from which it appears that it has included the renewals in 
question among the Premiums in its return. I have ascertained that 
several other companies, including some of high standing, have simi- 
larly included such renewals among their Premiums ; but instead of 
entering them as a separate item on the other side,* have included them 
in the item Surrenders, and have thus kept them out of sight. The 
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plan foDovred hf tibe Sat. I^mumum l iliwii of iIk aoooimt bemg. 
rectified ; but die latter methnd is Gatmh- a vczr misieadii^ way of 
stating the accotrnt, as it sveOs ioiixopcdtf die pteiuiiim income, and 
vitiates all the co mpari s o ns that m^ be made as to the ratio <^ the 
commission and expenses cf mana^cmciit to p mninm g in f^ case 
of an old company^thediffizxencetfaiiscansedvinprobabfynotbelaige ; 
but if the principle is r^^ for an old cxwnpanj, it most <^ course be 
right for one just started; and in this case the dififeieDce maybe very 
large indeed, making for instance die commission paid appear to be 
only one half of its actual amount It must dieie&xe rather be said that 
the item is to include the premixnas fallii^ due in the year trfter deduc- 
tion of those that belong to policies aUawcd to lapse in the year. 

25. Again it will also constandy happen that some of the i»remiums, 
(or instalments of premiums,) taken credit for as outstanding at the end 
of one year, (and consequently at the b^;inning of the next year,) will 
not be paid, the policies being allowed to drop. Thus, after the first 
entry in the revenue account, Amount of Funds at the beginning of the 
year, we find in \hQ.Scot. Equitable 2Jcco\ml " Deduct Premiums then 
outstanding on policies afterwards cancelled"; and in the Whittington 
account " Less Premiums debited last year but not paid ", these 
premiums, it is to be presumed, being also outstanding at the end of 
the year. This method of arranging the account is, however, quite 
at variance with the forms of the Act ; and it appears that the best 
course will be to deduct the premiums in question from the premiums 
of the year, so that the sum entered under the heading " Premiums " 
will represent the balance of the premium account of the year, 
or the premiums falling due in the year after deduction of the 
premiums on policies that have lapsed in the year, whether those 
prtmiums fell due in the year in question or in the previous year. 

M« It is clearly stated in the and note to the Schedule that the 
Mnount to be entered as the premiums of the year should be the net 
Amount after deduction of the amount paid for reassurances; but 
uotwithstAndiivg this very clear direction, one account — ^that of the 
/VvMWhn/ Ckrks — lias been passed by the Board of Trade, no doubt 
thri>* inadx'VTtt'ncCi in which the gross premiums are stated on one side, 
4iwd the itNi?!»ur*«cc« arc gixxn seivurately among the disbursooients. 
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S!7. In the case of one half or one third of the premium being 
allowed to remain on credit, the whole of the premium should be 
entered as part of the income ; the part of it not paid being treated 
as an advance made to the policyholder on the security of his policy. 
I believe it was the custom of some companies formerly to enter 
among their receipts only the portion of the premium actually paid ; 
(see, for instance, the Valuation Balance Sheet of the Union in the 
1873 Blue-book ;) and when such companies have done a large half- 
credit business, the change to the form of account required by the 
Act will cause an apparent increase in their premium income. 

28. So also, when a premium is payably by halfyearly or quarterly 
instalments as explained in the last chapter, the unpaid instahnents, 
if taken credit for as an asset at the end of the year, must be included 
in the Premiums of the year. This appears to have been done by 
the Standard, but in no other account does there appear any reference 
to such instalments, altho' many companies have the same regulation 
as to the deduction of unpaid instalments. 

29. When a premium has been reduced by bonus, it seems on the 
whole best that the full original premium should be entered here, 
and the amount of the reduction charged on the other side of 
the account as a disbursement This point will be more fully con- 
sidered under the heading " Bonus in Cash and Reduction of 
Premium." 

30. When a premium has been retimied for any reason, it should 
be deducted from the Premiums of the year ; and when a company, 
as the London Assurance, has given such an item among its outgo as 
Premiums Returned, I have struck it out, and deducted the amount 
from the Premiums. 

31. In the Great Britain account the sums entered under this 
heading are very clearly described as "Premiums (after deducting 
Lapses, Bonuses, Re- Assurances, and Premiums returned)"; and this 
is a correct statement of the way in which the item should be made 
up, with the exception that the reductions by bonus are better not 
deducted but stated on the other side of the account among the dis- 
bursements. 

82. J have included under " Premiums " in my summary not only 
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single and periodical premiums for life insurances, but also premiums 
for endowments and for deferred and reversionary annuities. 

33. The Schedule makes no mention whatever of New Premiums ; 
but this is a very important item in judging of the actual position of a 
company, and it certainly ought to be required in any future amend- 
ment of the Act. In that case it would be necessary to have a 
definition of the term that should apply equally to all companies, 
whether the premiums are payable annually, halfyearly, quarterly, or 
weekly. It appears to me that tiie most convenient definition will 
be that all premiums should be considered as New Premiums that 
fell due within a year after the issue of the policy. 

34. It is to be noticed that the Board of Trade makes no objection 
to an expansion of the item Premiums, so as to show in an inner 
column the separate amounts of the New Premiums and the Renewals, 
also how much of each has been paid away for Reassurances. Thus 
the Equity 6- Law has given in its return for 187 1 the following 
entries:— 

" Premiums, namely £ ^^ ^- £ s, d. £ s, d. 

New Annual Premiums 12,057 11 2 

1,686 2 4 

•10,371 8 10 



Less Reassured 



Single Premiums 
Less Reassured 

Renewal Premiums 
Less Reassured 



645 3 I 

5-00 



640 3 I 



96,748 16 10 

11,006 II 3 
85,742 5 7 



•96,753 17 6". 

The English Sf Scottish has followed the same course in its 187 1 
account, except that there is no mention made of Single Premiums. 

The following companies have similarly stated the gross amount of 
the Premiums and that of the Reassurances : — Albion^ Eagle, Edin- 
burgh, Gresham, Law Property, London &* Lane,, Nat. Widows, 
Sceptre, Scot, Commercial, Scot, National, Scot. Widows, Whittington, 

The following state there are no Reassurances : — Aberdeen, Clergy 
Mutual, Clerical, Equitable, Metropolitan, Nat. Guardian, Pearl, 
Protector, 



The following have stated (in the 1873 Blue-book) the amount of 
their New Premiums : — Et^lish &• Scottish, Equity &• Law, London 
<5r* Lane., Mutual, Provident Clerks. 

35. Other divisions of the Premiums have been given (in an inner 
column) by some companies. Thus, the Marine &' General have 
divided them into premiums "On Life Policies," "Superannuation 
Annuity Policies," "Assurances of Mariners' and Passengers' Effects," 
and "Passenger Life Policies"; the /i/dHonai has given the amount 
of the Sit^le Premiums, which it calls " Commutations " : and the 
National Provident has divided the Premiums into those for 
"Deferred Amiuities," "Endowments and Deferred Sums," and 
" Life Assurance." 

36. Consideiatioii fbr Annuities Granted. It is not clear from 
the Act whether annual and other periodical premiums received for 
the purchase of deferred or reversionary annuities should be 
entered under the heading of " Premiums " or under the present 
headmg. This is one of the numerous points which it is so difficult 
to foresee and provide for in drawing up a general form, and respecting 
which the Board of Trade should decide. It appears to me 
that the correct view is that under "Consideration for Annuities 
granted" should appear only the stn^e pajTnents received as the 
purchase money of immediate or deferred annuities, and that 
periodical premiums for the purchase of annuities should be entered 
among " Premiimis." One weighty reason for this is found in the 
drcunistance that a much lower rate of commission (usually i per- 
cent) is pdd on the sums received for the purchase of immediate 
annuities, than is paid on periodical premiums, which is very com- 
monly 5 per-cent on renewals and lo per-cent on new annual 
premiiuns. It appears from a comparison of the accounts of the 
Scottish Widows', as contained in the Blue-book and in its annual 
report, in which the item is given as " fust and Renewal Premiums 
for annuities granted", that the a 
included under this heading. 

37. The premiums, whdfl^B^^^^^^^^^BI^HBKrsionary 
annuities, that is, ; 
assigned life after the S^^B^^* ^Vv ^unk, 
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be put under the heading of "Premiums." These transactions 
partake of the nature both of life insurance and of purchase of an 
annuity, but are more of the natiure of the former. 

38. Interest and Dividends. In the same way as with the 
"Premiums," this item should include the interest falling due in the 
year, whether paid in the year or not It should not include the 
interest received in the year but due in the previous year, this having 
been already taken credit for in the "amount of the funds at the 
beginning of the year.'' In the same way as with the Premiums, 
this item is overstated by several companies in consequence of 
their including in it the interest received in the year and the interest 
outstanding at the end of the year. This may often be detected 
by comparing together the accounts for successive years: see, for 
instance, the accounts of the English 8c Scottish and of the Sovereigriy 
as given in the two Blue-books. This is a source of error which will 
not be present in future. The Atlas and the Wesleyan &» General 
have (as with the Premiums) given theu: Outstanding Interest among 
the Other Receipts. 

89. Considerable difference of practice prevails among the com- 
panies as to including in this item the interest accrtiedy but not yet 
due. Several companies include it here, and consequently also in the 
balance sheet, so that for instance, if the interest on a 5 per-cent 
mortgage of ;^io,ooo is payable halfyearly on 30 March and 30 
September, credit would be taken for 3 months' interest, ;^i25, 
which has accrued up to 31 December but has hot become pay- 
able. It would be extremely desurable that the practice of offices 
on this and other points should be uniform — ^at all events in the 
accounts deposited with the Board of Trade, — and it appears to 
me that on this and similar points the Board of Trade should say 
authoritatively which method is to be considered the correct one 
and in compliance with the Act It seems on the whole preferable 
to lay down the rule that in every case the current interest is to be 
taken credit for ; inasmuch as this course, as stated above, will give a 
more correct view of the actual state of the company's afifairs. 
Assuming this rule to prevail, care must be taken that in the case of 
stocks and shares held by the company, credit is not virtually taken 
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twice over for the current interest In fact, if these stocks and 
shares are valued, as is very commonly done, at the price of the day, 
this price will of course include the current interest, and no further 
allowance should then be made on account of the current (or 
accrued) interest 

40. An examination of the accounts of the companies shows that 
it is becoming more common to take credit for the current interest 
Of course in the year when it is for the first time brought into the 
account, the interest of the year is imduly swelled; and this is a 
circumstance which must be carefully borne in mind at the present 
time in comparing diflferent accounts together. If this point is over- 
looked, we may be led to suppose that a company has suddenly 
increased its average rate of interest, say, firom four to five per-cent ; 
but in such cases a comparison of the amounts of outstanding 
interest in the balance sheets of the two years will at once explain 
the anomaly. Compare^ for instance, the accoimts of the Alliance 
for the years 1870 and 187 1. 

41. There is also' considerable variation in practice with regard to 
the method of treating income tax, most offices stating the amoimt of 
the interest received after deduction of income tax, whereas others give 
&e amount in full, and enter the income tax as a disbursement on 
Ae other side of the accoimt On this point also it would be very 
desirable that uniformity of practice should prevail The companies 
that adopt either of these courses would probably make no objection 
to adopting the other course, if the Board of Trade decided that it 
was required by the Act ; and it appears to me that the Board of 
Trade by refraining from giving any such decision, or even an 
expression of opinion, are to that extent abdicating the functions 
imposed upon them by Parliament 

42. When a company receives rent from land or houses belonging 
to it, the proper plan of treating such receipts appears to be to enter 
the net amoimt received after deduction of all expenses of collection 
and rates and taxes, (also of sinking fund for replacement of capital 
in the case of leasehold property,) as interest on investments ; the 
only exception being as regards the f/rofxiTty tax, which may pro- 
perly be charged amoi^ the dislnir»cment», fxn'ng included in 
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one item with the income tax. I have therdbre in all cases 
included such receipts as " Rent " among the " interest and divi- 
dends," altho' the companies may have entered them separately. 
The following companies state the amount of the rents received as 
a separate item, among the Other Receipts: — Aberdeen^ City of 
GlasgpWy Emperor^ Friend^ Provident^ Nat. Providenty Norwich 
Uniony Prudential, Scot. Amicable^ Western Counties^ Westminster 6- 
Gen.y Yorkshire. The Law Property, Provincial, and Scot. Provident * 
state that the Rents are included in one item with the Interest and 
Dividends ; and no doubt other companies have so included them 
without mentioning the circumstance. This is certainly the case 
with the Standard, which states in the balance sheet that the house 
property belonging to the company produces a considerable rental, 
while no mention of any rents received appears in the revenue 
account. 

43. Another receipt which should certainly be included in this item 
is that of " Discount on claims paid before due." This is stated in a 
separate item among Other Receipts, by the Law, Provident, Tempe- 
rance dr* General, University; and is given in one item with Office 
Fees by the Legal 6^ General. The other companies have apparently 
included it correctly with the Interest and Dividends. 

44. When a company is in receipt of an annuity for a term of years 
certain, the annuity received admits of being divided into interest on 
the investment and repayment of principal ; and this division should 
always be made. Instead of this, however, the Economic appears to 
enter the full amount of the annuity among the receipts as interest, 
and the decrease in value among the disbursements under the heading 
"Terminable Annuities' Redemption, &c." The University also enters 
the whole of the' annuity among the receipts, but carries only the 
correct amount to interest, the remainder being carried to the 
" Sinking Fund for Redemption of Rent Charges." In both cases I 
have altered the accounts in the manner described above. In the 
account of the Yorkshire the full amount of the annuity is entered in 
an inner column, a sum being deducted for " Repayment of Principal 
included therein," and the difference carried into the outer column : 
this difference I have added to the Interest and Dividei 
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46. If the company is in receipt of annuities on lives, the most 
satisfactory method of treating these is to «et up in the books of the 
company a policy to secure each annuity, so that each annuity payment 
as received will be divided, like an annuity certain, into two parts, 
one being interest on the investment, and the other, premium on the 
insurance. These separate amounts are then to be entered under the 
respective headings " Interest and Dividends " and " Premiums," so 
that the full amount of the annuity is entered among the receipts. If 
this course is not adopted, (and it is not in all cases convenient,) the 
most correct course will be to revalue the annuities annually, when 
their reduction in value, caused partly by the lives growing older and 
partly by the dropping of the lives for which annuities are held, 
should be deducted from the annuities received, the difiference only 
being entered under the heading " Interest and Dividends." If the 
better course above described is adopted, the annuity and the policy 
securing it are together of constant value, the latter increasing in 
value just as the former decreases ; and when the life drops, the value 
of the annuity is written off to claims. This question will be consi- 
dered further under the heading " Life Interests " in the balance 
sheet. 

46. In the cases where the company takes money on deposit, or has 
borrowed money, whether on debentures, or from its bankers or other 
persons, the interest on these loans should be deducted from the 
interest credited, so that the sum entered in the account will be really 
the balance of the interest account. 

47. Other Beceipts (Accounts to be specified). The items given 
by the companies imder this general heading are of a very varied 
character, and some of them are quite unintelligible without explana- 
tion. Where this was the case, I applied to the managers of the 
companies for information, and it was, in almost every instance, 
most readily and coiuteously given to me. Many of the items, 
either obviously or after explanation, were seen to be such as 
ought to go under one of the headings already considered, viz., 
** Prflmiums " or " Interest and Dividends," while some should be 

out of the account. The remainder admit of being 
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fairly arranged under one or other of the three headings contained 
in my summary, namely, — 

Additional Capital paid up. 
Sundry Profits. 
Fines, Fees, &c. 

48. Additional Capital Paid up. A few companies have increased 
their capital in the course of the year, but whether by issue of new 
shares or by a call on existing shares is not stated in the accounts. 
This is an item so different from all the rest, that altho' the cases are 
very few, 1 have thought it desirable to distinguish them in my sum- 
mary, instead of including it among "Sundry Receipts." In the 
case of companies transacting only life business, the amount so paid 
as additional capital can be entered with perfect propriety in the 
revenue account of the ist Schedule, for the funds at the beginning 
of the year include the then paid-up capital; and the additional 
capital paid up in the year being entered among the Receipts, the 
funds at the end of the year will include the paid-up capital so 
increased. In the case, however, of companies transacting other 
business besides that of life insurance, and therefore making their 
returns under Schedules 3 and 4, we shall see that no provision is 
made in the Schedules for any receipt of this nature. 

49. In several companies the paid-up capital (or the amount taken 
as paid up) has been increased by the addition to it of the shareholders' 
portion of the siurplus found to exist at the periodical valuation and 
distribution of profits. See for example the Crown account. In this 
case, a certain portion of the assurance fund being found to be divi- 
sible surplus, the shareholders' proportion of such surplus is deducted 
from the assurance fund and added to the paid-up capital, no money 
of course passing, but the change being effected simply by an entry 
in the company's books. It seems doubtful under these circum- 
stances whether any notice of the transaction should appear in the 
revenue account. Some companies, as for instance the Crown above 
mentioned, have entered this sum among tht disbursements as a cash 
bonus paid to the shareholders, and have entered it on the other side 
of the account among the receipts as a sum received from the share- 



holders and carried to capital This appeared to me an artificial way 
of arranging the account, and I therefore, in all such cases, struck 
out the cntiy from both sides in my summary of the accounts. 
Subsequent consideration, however, has ted me to think that the real 
nature of the transaction may be better presented by this double 
entry. If the account of the ist Schedule were m the strictest sense 
of the word a revenue account, there can be little doubt that the 
entries in question should be excluded ; but bearing in mind that it 
is a combined capital and revenue account, it seems, on the whole, 
better that they should be inserted. This is one of the many points 
on which the Board of Trade should be authorized to express an 
opinion that should be binding on the companies and settle the 
question as to the way in which the accounts are to be returned. 

50. Sundry Froflta. Under this heading I have placed all such 
itons as "Profit on Reversions fallen in," "Profit on Realization 
(or Revaluation) of Securities," as well as any smaller sums of 
miscdlaneous profit These might all without impropriety have 
been placed with the " Interest and Dividends"; but being of an 
uncertain ot exceptional character, they are on the whole better kept 
distinct 

61. In a few instances sums received as ca^ih. bonuses on reassurances 
will come imder this heading. They should, where practicable, be 
deducted firom the cash bonuses paid, in accordance with Note 2 
appended to the ist Schedule* but as companies do not all calcu- 
late their profits up to the same date, it may happen that a company 
receives a sum as cash bonus on its reassunmces in a year when it 
pays no cash bonus to its own policyholders, and in that case the 
sum must appear among the receipts. See the Equity 6* Law 
account for 187 1. 

63. Tutesi Fe«8, Ac. For a strict compliance with the Act, aU 
receipts of different kinds, however small their amount, should be 
separately specified. Thus the fines for revival of lapsed policies 
should not be included in the same item with the fees, as has been 
done by various companies, such as the Alias (in its Profit and Loss 
Accoimt), Briton, City of Glasgow, Equity 6* Law, Hand-in-Hand, 
'. Annuity, Scot. Froi'ident, Sovereign, Wfultington. For the 
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same reason the following items are objectionable, and should not 

have been passed by the Board of Trade : — 

Brit Equitable. " Deposits, Fines, and Fees." 

General, " Charges on Loans, Registration and Valua- 

tion Fees." 

Imperial Union. . " Commission and Fees." 

L^al &* General, " Discount on ClsSms and Office Fees." 

Again, no entry should appear under the vague heading " Sundries" 
or " &c"; and for this reason the following items are irregular : — 
London 6f* Birmingham, " Commission, &c." 
London Sf Lancashire, " Registration, Transfer Fees, &c." 
Norwich Provident, " Miscellaneous Receipts." 

Provincial, " Transfer Fees, &c." 

Westminster 8c General, " Sundries." 

63. In a summary, however, it would be useless to distinguish 
every kind of small receipt; and I have therefore placed them 
together under the above general heading. The fines are in almost 
all cases for the revival of lapsed policies ; but in three companies, 
the Atlc^, Crowny Rock, it appears from the accounts that fines are 
imposed on shareholders for not introducing insurances. The fees 
are usually either Valuation fees, or such as may be included under 
the general heading Registration fees, such as fees for acknowledge- 
ment of notices of assignment, and transfer fees ; but in the case of 
the Planet we find " Survey Fees" specified. 



64. For the purpose of showing more clearly the nature of the 
items given by many companies among the Other Receipts, and the 
manner in which I have dealt with them, I have here collected under 
their proper headings those that do not belong to Additional Capital 
paid up. 

X. Belonging to << PremiiunB." 

" Hercules Account" Pmdential, 

" Premium on Policy, 1889." Royal Farmer^. 

" Premiums, 1870, outstanding." Wesleyan and General, 

" Outstanding Premiums." Atlas, 
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2. Belonging to *< Interest and Diyidends." 

Discount on claims paid before due. 

Rents of offices or other property. 

" Interest, 1870, outstanding." Wcsleyan and General. 

Government (or other) annuities purchased, after deduction 
of premiums paid (if any) to secure the purchase, or of 
the reduction in value on revaluation. jRoyal Exchange^ 
Scottish Amicable^ United Kent^ Yorkshire. 

" Outstanding Interest" Atlas. 

3. Belonging to ** Sundry Profits." 

Profit on Sale of Securities (and similar items). 

Balance of Profit and Loss. 

Profit on Revaluation of Property or Securities (and similar 
items)w 

" Profit on Reversions fallen in." Economic. 

" Balance of Profit on a Reversion." Scottish Provident, 

" Sundry Small Profits." Legcd and General. 

" Scottish Friendly Company." Crown. 

" Shareholders' Account." \ 

" Loan Guarantee Fund Amount written off." > Prudential 

" International Loan Account." J 

" Loan Fund Account." Reliance! 

" On Account of Doubtful Debt repaid." University. 

" Sundries." Westmimter and General. 

' " Unpaid Bonuses on Lapsed Policies." Ditto. 

4. Belonging to << Pines, Pees, &c." 

Fees of all kinds. 

Fines for Revival of Lapsed Policies. 
Fines from Proprietors for non-assurance. Crown^ Rock. 
" Deposits, Fines, and Fees." Brit. Equit. 
" Government Annuities, ;^72. 2s. 3^." City of Glasgow. 
" Commission and Fees." Imperial Union. 
" Discoimt on Claims and Office Fees." Legal and Genl. 
don, &c, £i2f^. i^r. S^." London and Birm, 
advanced on Policies." Nat. Provt. 
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" Deposit, £1." New Albert 

" Miscellaneous Receipts, ;£'io. 5 J. 4//." Norwich Provt 

" Premium Receipt Books." ' Lond, and MancK United 
Kingdom. 

"Premium Books"— "Rules"— "Policies"— "Articles of 
Association." Free Methodist, 

"Duplicate Policies." Land, and Manchester. 

"Charges on Loans, Registration and Valuation Fees.'* 
General. 

5. Struck out of the Account. 

[For an explanation of these items, and of the method in which 
they have been dealt with, see the remarks under the names 
of the several companies further on.] 

"Loans." Alexandra. 

" Bonuses on Reassurances." Argus. 

" Law Costs repaid." Argus. 

" Cash advanced by Directors." British Workmates. 

"Quinquennial Bonus for Shareholders, as per contra," 
Crown. 

" Income Tax received." Edinburgh. 

" Rent — 54, Cannon Street." Emperor. 

" Stamps on Policies." Equitable. 

"Difference between the claims allowed and unpaid at the 
beginning and end of the year." Equitable. 

" Produce of ;^4i 5,000 Stock sold out of the Public Funds, 
less ;£'2 0,000 Stock purchased." Equitable. 

" Proceeds of Sale of Funded Property." London Annuity. 

" Treasurer's Advance till Dividends became due." London 
Annuity. 

" Superintendents' Balances." Prudential. 

"Increase value of Reassurance Policies." Westminster 
and General. 

" One quarter's rent of house in advance." University. 

"On account of Sinking Fund for Rent Charges." 
University. 



29 



CHAPTER III, 



On the form of the Revenue Account prescribed by the 
First Schedule of the Act. — Outgo. 

66. Claims under Policies (after Deduction of Sums Beassnred). 

In accordance with the general nature of a Revenue Account as 
explained above, this item should include 'only the claims of the 
year, namely, according to the usual practice of Offices, the claims 
which were admitted in the course of the year. In some instances 
companies have charged themselves, not only with the claims 
admitted in the year, but also with the " claims announced or other- 
wise known." The latter course is certainly more consistent with the 
general nature of a Revenue Account, but it is open to the objection 
that occasionally intelligence received of a life being dead is found 
to be false, or again that the sum assured is not paid in full in 
consequence of a misstatement as to the age, or that the policy is 
void (or not payable in full) in consequence of suicide. The entry 
given in the City of Glasgow accounts, " Claims expected in respect 
of deaths known to have occurred in previous years," probably refers 
to some case of this kind. If, therefore, this practice is followed, it 
will sometimes happen that the amount of the claims of the year 
will be overstated, and the accounts will have to be rectified by 
diminishing the claims of the next year to that extent. At the 
same time it must be admitted that the true position of the company 
more correctly represented by bringing into the account the 

Furthermore, it is essential to take account of 
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them at the periodical valuations, and as the Valuation Balance 
Sheet makes no provision for the insertion of such an item, it follows 
that according to the true construction of the Act, the claims 
announced ought to be included in the claims of the year. 

56. Some companies have stated the amoimt of the Bonus Additions 
to the ix)licies becoming claims in the year ; but the great majority 
have included them among the Claims without giving their separate 
amount. Of those which specify them, the CaUdonian^ Church of 
England^ University^ and Whittington^ give »the amount in an inner 
column, including it under the general heading of Claims ; and this 
is certainly the correct course to pursue when the amount is 
separately stated. The Equitable^ Norwich Umotiy and Scot NationcU^ 
have given the amount in a separate item next after the Claims ; thus 
interpolating an unauthorized item into the schedule. The Argus^ 
Royal ^ and West of Englafid, have given the amount imder the: Other 
Pa3anents: this is incorrect; for the assured has as much right to 
the bonus additions as to the sum assured, and the former must be 
considered as part of the Claim. 

No good, purpose appears to be served by stating the separate 
amount of the bonus additions, unless the amounts of the claims, 
under participating and non-participating policies are stated sepa- 
rately ; and this has been very rarely done — ^in fact, only in such 
cases as the Northern^ which gives a separate Non-Participation 
Account I have therefore in my summary included the bonus 
additions with the Claims. 

57. Several companies have distinguished as a separate item. 
" Claims under Endowment Policies." The Caiedoniafiy Ch. of 
England^ Nat. Provident include them among the Claims, giving the 
separate amount in an inner column. There can be no objection to 
this plan, and it is useful as showing which of the claims do not arise 
by death. The Briton^ ProvidetU Clerks\ Scot, Amicable (which calls 
them Claims by Survivance), Scot, Nationaiy Scot, Provident and 
W/iittington give them in a separate item, next to the Claims ; and 
the British Empire, Reliafue, Sovereign, place them among the Other 
Payments. As a matter of legal interpretation there can be not the 
slightest doubt that claims arising by the maturing of Endowment 
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or Endowment Assurance Policies are included in the wording of 
the Schedule "Claims under Policies/' and I have in all cases 
included such claims in the same item as the ordinary claims. 

58. In the case of a claim arising under a reversionary annuit}'' by 
the death of the insured life, the question arises how the claim should 
be entered in the account. The method most in keeping with the spirit 
of the Schedules of the Act is to calculate the value of the annuity 
that has become payable, and to enter that value on one side of the 
account as a claim, and on the other side as a sum received for the 
purchase of an annuity ; the annuity thenceforward being considered 
in all respects as an ordinary annuity. Instead of this, some 
Companies appear to enter among the "Claims" only the amount 
actually paid in the year in respect of such annuities ; so that the 
claim under the annuity does not appear once for all, but appears 
each year so long as the annuity remains payable. (See the account 
of the EngL 6- Scot, Law,) This is possibly more strictly in keeping 
with the wording of the Act, but it is certainly a very inconvenient 
course ; and even as a matter of legal interpretation, it is open to 
question whether these annuities should not be included in the 
general item of "Annuities." This is one of the many points on 
which an explanation of the Act is required. 

59. This heading must be held to include every kind of pa)rment. 
made under a policy in accordance with its provisions. Thus, when 
the life drops on which an Endowment with Returnable Premiums has 
been granted, and the premiums paid are accordingly returned, this 
payment must be entered among the Claims. The account of the 
Friend^ Provident contains an entry of this nature, placed, however, 
among the Other Payments. Probably the entry in the Scot, Amicable 
account, "Premiums returned under Endowments," placed next after 
the Claims, refers to a payment of the same nature. 

60. Surrenders. The sum entered under this heading should in- 
clude, not only the amount paid in' casb^HtfWiMeider of policies, 
but also all amounts owing to the ^^^i^^^PP^^BBL of policies 
(or on the security of policies) whicii|^^^^ ^^|HlH|^f 
the year. If, for instance, a polu 
plan, the full premium must bfj 
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unpaid half being treated as a loan on the policy. If the policy 
is at any subsequent time not renewed, the company loses its 
security for the unpaid half premiums; and the amount of these 
must therefore be taken out of the assets by writing it off as a 
sum paid in consideration of the surrender of the policy. One 
company, the Mid. Counties^ gives among its Other Pa)nnents, 
" Half-credit Premiums, on Cancelled Policies, written off." This 
should have been included with Surrenders ; but there can be no 
objection to state the separate amount in an inner column, and this 
indeed gives a more correct view of the compan/s transactions. 
Again, if the company has advanced a sum of money on the deposit 
of one of its own policies, then in the case of the policy not being 
renewed, the sum so lent on the security of it, together with the 
interest, must be similarly written off as if paid for the surrender of 
the policy. Of course in this case it is imderstood that the loan 
made is within the value of the policy. 

61. As stated under " Premiums" some companies have included 
in this item the premiums falling due in the year which are not paid, — 
a course which unduly swells both the amount of the Premiums and 
that of the Surrenders. These premiums should not be included in 
Surrenders, but should be deducted from the premium income of the 
year. The Imperial is one of the companies which has adopted the 
above course ; and this is intimated by the alteration of the heading^ 
in its accounts to " Surrenders and Returns,^^ This is a good illustra- 
tion of the importance of following strictly the wording of the schedules. 

62. This item should include the whole of the sums paid on the 
surrender of policies, that is to say, the value of the bonus additions 
as well as the value of the bare policy. It should not, however, 
include the values of bonuses surrendered when the policy itself 
remains in force, but these should be put under Cash Bonuses (or a 
similar heading) among the Other Payments. The adoption of this 
view by the Gimrdian is clearly intimated by the note " Including 
Bonuses" appended to this item, while another item of Cash Bonuses 
is given among the Other Payments. Instead of this, the Scot, 
Provincial has given .two items, " Surrenders of Policies," and 
"Surrenders of Bonuses," the latter of which, I am informed. 
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includes both cash bonuses and the values of bonuses on surrendered 
policies; and the Provident has given three items "Surrenders: — 
Policies — Bonuses — Shares," the second of which, I have ascertained^ 
refers exclusivelv to cash bonuses. The Marine 6* General has 
divided the " Surrenders " into three items in an inner column " Of 
Life Policies — Of Superannuation Annuity Policies — Of Bonuses": 
the Scot National has given the item, "Surrenders (Policies and 
Bonuses)": the National "Surrenders of Policies and Bonuses": 
these three are ambiguous descriptions, and I am not aware whether 
they include cash bonuses. Lastly, the Equitable and the University 
place hext to Surrenders, instead of among Other Payments, the 
items " Bonuses Surrendered for cash," and " Additions to Policies 
purchased," which probably refer exclusively to payments in the 
natiu-e of cash bonuses. 

63. This heading will include not only the sums paid for the 
surrender of policies, but also sums paid for the surrender of annuities 
granted by the company in the rare case of there being such a tran- 
saction. (Seethe C>^«nv^^^«^/<aj«^ account for 1870.) TKe item how- 
ever has been taken in a more extended sense by one company, the 
Providefit, as including the surrender of the shares of the company. 
This is clearly incorrect. 

64. Annnities. This item must include the annuities of every kind 
paid by the company. It is the practice of some companies when 
they buy a reversion to purchase from themselves an annuity which 
provides interest on the total outlay until the reversion falls into 
possession. When this is done, the value (or assumed purchase 
money) of the annuity is entered among the receipts on the one side 
of the account, and is added to the cost of the purchase on the 
other side. Then from year to year until the reversion falls inta 
possession the annuity is entered on the one side of the account as 
paid, and on the other side of the account is entered among the 
receipts under the item Interest and Dividends. There is a good 
deal to be said in favour of this method of treating the account ; but 
it is obvious that annuities so paid by the company to itself differ 
so widely from ordinary annuities that it is desirable, at all events if 
they are of any considerable amount, to distinguish them from the 
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ordinary annuities. Tliis has been done in the accounts of the 
Standard and Guardian. The amount entered as the annuities of 
the year should include all the annuities that £dl due in the year, 
those which are not paid in the course of the year being entered 
among the Liabilities of the Balance Sheet as ^'annuities due but 
unpaid." 

65. Commission. This item must include the commission allowed, 
not only on premiums, but on purchase money of annuities. The 
Liverpool 8f London has given in its annuity account the entry 
'' Commission and Expenses of Management"; but the Commission 
should certainly have been stated separately. 

To conform stricdy with the notion of a revenue account, it 
should include not the conunission actually paid, but the commission 
payable in respect of the premiums of the year. This would be 
very difficult to carry out, in the case of those offices which allow 
arrears of commission to be claimed after the lapse of several years ; 
and I believe the sum given is usually the amount actually paid. 

In the case of half-credit premiums, the commission is not paid to 
the agent on the half-premiums allowed to remain on credit, imtil 
they are actually paid up ; but if the account is credited with the fuU 
premium, the agenfs commission on the unpaid half should certainly 
be charged. 

66. Expenses of Hanagement This item should include every 
expense incidental to the business. This is the only point with 
reference to which the Council of the Institute of Actuaries has 
officially expressed its opinion. The Board of Trade having en- 
quired as to the view of the Institute with reference to this item, the 
question was considered at a meeting of the Council, and it was 
resolved : — 

" That in the opinion of the Council, every expense of 
" whatever kind, incurred by a Life Assurance Company for 
" the piuposes of promoting, carrying on, or extending, the 
" business of the Company, should, with the exception of 
" Commission, be included under the head of * expenses oC 
"management* in the accounts registered in confi 
" with the Act." 
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67. Many companies, however, have entered only a portion of their 
expenses under this heading, entering the remainder under separate 
headings, such as Medkai F^is, Law Charges, Agf/uy Expenses, Bonus 
Gratuities, Expense of Valuation, and others. Out of no companies 
making returns in 1871, 67 only have returned this item correctly. 
Probably it would have been better if the item had been given in the 
Schedule simply as "Expenses," instead of "Expenses of Management." 

68. The case is not so clear as to Pensions and Superannuations 
to retired officers ; but on the whole it appears to be the best com^e 
to include all payments of this kind also mider the item " Expenses 
of Management," and I have accordingly done so in my summary. 
At least one company (the Alliance) has included, as appears &om the 
published accounts, these pensions among the expenses of manage- 
ment. It is to be noticed that some companies pursue a plan by 
which these pensions are excluded from the expenses of management 
without appearing in the account as a separate item. This is done 
by treating the pension as an annuity granted by the company, in 
which case, of course, at the next valuation, the value of the annuity 
is reserved as a liability, and the divisible surplus is diminished to 
that extent ; while, on the other hand, the annual charges for expenses 
appear to be hghtened. There is nothing in the accounts to identify 
these companies readily ; but those who aie familiar with life insurance 
business, and will take the trouble to examine the diiferent accounts, 
will probably have little difficulty in fixing on one or two cases of 
the kind. 

69. No particulars of the Expenses of Management are required by 
die Act; but these (in greater or less detail) arc given in an inner co- 
lumn by the following companies, which have included the whole of the 
expenses in one item : — Alexandra, Alliance, Emperor, Scot. Provident, 
Standard; and by the following, which have not included the whole 
of the expenses in a single item : — Brit. Imperial, London &• Man- 
duster, Nat. Provident, Pearl, Sceptre, Whittington. 

70. In some companies the life expenses are distributed over two 
or more accounts; thus, in the Northern they are divided between 
participating and M*Mrticipating policy accounts, and in the Royal 

" ~ ' ^, annuity, and endowment 
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accountSw In such cases I have judged it best, for the purpose of 
comparison widi other companies which grant non-participating 
policies, or transact annuity or endowment business, without making 
any similar division of the expenses, to add together the whole of 
the expenses in one item. 

71. As r^ards any sums paid for " preliminary expenses," " exten- 
sion of business,'' and the like, which are taken credit for in the balance 
sheet as an asset, it is to be observed that, being treated by the 
company as investments, they should not appear among the dis- 
bursements in the revenue account at alL ^^^len, however, in 
subsequent years a portion of such preliminary expenses is written off, 
this portion should of course be entered among the disbursements, the 
amount entered as an asset in the balance sheet being to the same 
extent reduced. ^Vhenever this has been done, I have added the 
amount so written off to the " expenses " of the year. In this way 
can the commonly expressed and, if kept within proper bounds. 
Intimate idea of spreading the preliminary expenses over a number 
of years, be most readily carried into effect consistendy with the 
scheme of accounts contained in the schedules. If no such asset as 
"preliminary expenses" is allowed to appear in the balance sheet, the 
whole of the expenditure must appear in the revenue accoimt, and be 
treated, if necessary, as reducing the amount of the paid up capital 

72. BividendB and Bonuses to Shareholders. As with all the other 
items, so with this also, the amount entered in the account should be, 
as ^ as possible, the dividends and bonuses for, or in respect of, the 
year to which the account refers, even altho' the dividend for the whole 
or part of the year may not be paid until some months afterwards. 

73. A diflSculty arises when the dividend is not fixed beforehand, but 
is voted at the annual meeting firom year to year. But this diflSculty 
disappears when we consider more closely the true nature of the 
accounts. It is to be observed that no reference is made in the Act to 
any laying of the accoimts before the shareholders or the assured, and 
there is nothing to prevent a company fi-om submitting one form of 
account to its own General Meeting and quite a different form to the 
Board of Trade. This has actually been done by various compame%|| 
among which may be specified the La7v Life, If a company is 
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by its deed of settlement to submit accomits to the shareholders or 
the assured in a particular form, the Act leaves this obligation un^ 
altered. The proper course, therefore, will be to defer the prepara- 
tion of the Board of Trade returns until the General Meeting has 
decided as to the amount of the dividend for the year. This amount 
should then be entered among the disbursements of the revenue 
account ; and the whole, or the unpaid portion, as the case may be, 
entered in the balance sheet as dividend to the proprietors unpaid. 

74. While the Dividend entered in the account should be that for the 
year to which the account relates, the case is different as regards the 
Bonus to the Shareholders; at all events, when this is paid at intervals 
of several years, its amount of course depending on the results of the 
periodical valuation. In that case, the bonus will be in respect of 
the 5 or other number of years which have elapsed since the previous 
valuation, but must appear in the account of the year following the 
date of the valuation. 

76. When the bonus to the shareholders is not paid in cash, but is 
added to the capital, the better plan, as stated above, is to enter the 
amount on one side as " bonus to shareholders," and on the other, 
as " additional capital paid up," It is really a sum taken out of the 
Assurance Fund, and transferred to the credit of the proprietors; 
and if it does not appear in the account, the shareholders' bonus is 
to that extent imderstated. 

76. A good deal of care and trouble is required in order to ascer- 
tain how thi^ item has been dealt with by each company ; and for the 
purpose of deciding this point, I found it necessary to draw up from 
various sources a table, with the following headings : — 



Name of 
Company. 


Capital 
paid up. 


Dividend 
when payable. 


Date to which 
the Account 
is made up. 


Dividend 

charged in the 

Account. 


Outstanding 
dividends. 



It is to be noticed that when the dividend is payable yearly, there 
will generally be a year's dividend due to the shareholders and pay- 
able sooner or later. Again, when the dividend is payable half- 
yearly, it will generally happen that a halfyear's dividend has been 
paid, and t]|||||gg|||||||g^Dr the second halfyear is still due to the 

, to J^flfiL circumstances, therefore. 
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and comparing the amount of the dividend due to shareholders with 
the amount of the year's dividend, we shall in most cases be able to 
decide whether the dividend given in the account is that for the 
current year or for the previous year. 

77. An examination of the accounts, assisted by the above men- 
tioned table, shows that .there kre several distinct courses which have 
been followed by the companies. 

I. The following companies appear to have charged the dividend 
for the year to which the account relates : — 

(a,) Companies paying their dividend yearly, in which a 
year's dividend (or more) appears in the balance sheet as 
unpaid : — Clericaly Equity &* La7v, ' 

{b.) Companies paying their dividend halfyearly, in which 
half a year's dividend (or more) appears in the balance 
sheet as unpaid : — British Imperialy English 6^ Scottish^ 
General^ Laiuashire^ ^which pays an interim dividend in 
July), Law Union, (as regards the year 187 1 : in 1870, 
the dividend for the halfyear ending 30 November 
1870, was treated as if paid, and the amount deducted 
from the balance at the bankers), London 6^ Lancashtre, 
Pearly Uniony West of England, (as regards the year 187 1, 
no dividend appearing in the account for 1870). 

(^.) Companies paying the dividend for the year in the middle 
of the year — that is, pardy by way of anticipation : 
Legal 6^ General y London 6^ Provincial Law. 

II. The following, which pay their dividend yearly, appear to 
have charged in the account the dividend for the year previous to 
that which the accounts relate to ; so that, at the date to which the 
accoimt is made up, the funds are liable for payment of a year's 
dividend: — AtlaSy City of GlasgoWy Eagky Edinburghy Midland 
Counties y National of Lrelandy Patriotic y Pelicany ProvincicUy Prudentialy 
Queeny Royal Farmers^ , SceptrCy Scot, Lmperialy Scot, National, Star, 
Westminster 6^ GenercUy Yorkshire, 

III. The following, which pay their dividend halfyearly, have 
apparently charged in the account the two halfyears' dividends 
declared in the course of the year ; so that, at the date to which the 
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accounts are made up, the funds are liable for payment of a further 
halfyear's dividend : — ArguSy Caledonian^ Commercial Union (as 
regards the year 187 1), Crown, Gresham^ London Assurancey National 
Guardiany North Britishy Northeniy Planety Protectory Rocky Royal 
Exchange, Scot. PromncicUy Sovereigny Sun. I am informed, however, 
that in the case of the London Assurance, the dividend paid in April 
is considered to be that for the six months ending the previous 25 
March, and not for the six months ending 31 December. 

IV. The following companies have apparendy charged the divi- 
dend actually paid in the course of the year: — AlliancCy Brit. 
Equitable, Ch. of Englandy Emperory Guardiany LaWy Life Assoc^ 
of Scotland, MasoniCy Providenty Standard (which gives the item 
" Dividends and Bonus to Shareholders and Arrears "), University. 

In these cases, the amount of the funds at the end of the year will 
be generally liable, not only for payment of the dividend for a year or 
halfyear, according as the dividend is payable yearly or halfyearly, 
but also for any arrears of dividend unclaimed. 

V. The accounts of the Scot, Commercial and West of England for 
Ihe year 1870 contain no mention of any dividend at all ; and the 
accoimt of the CommercicU Union for the same year contains only an 
interim dividend. 

78. In some cases it was impossible to decide by any comparison 
of the accounts what year the dividend charged relates to. I have 
then generally applied to the company for information. 

In the Albion, the dividend is apparently not paid to the share- 
holders at all, but simply credited to them ; and it is therefore impos- 
sible to say what year the dividend relates to. 

Brit. Equitable. In this company the dividend for any calendar 
year is payable halfyearly on i July and i Jan. The accounts were 
formerly made up to 31 Dec, but a few years ago it was thought 
desirable to alter the date to 31 Jan., the date of payment of the 
dividend, however, not being altered. The amount of the fund« is 
therefore liable for a month's dividend accrued since 31 Dec., in 
addition to any arrears of dividend unclaimed. 

Briton. This company pays its dividend haKycsirly; and it would 
have come under Class III, but for the very tinusual ujuthc it h«f 
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adopted, of entering as an asset in the balance sheet, half a year's 
dividend that has actually been paid away to the shareholders. The 
result is that the amount of the funds, as given in the account, is 
liable for a full year's dividend. This is the only company that has 
pursued the course in question, which is so obviously at variance with 
the requirements of the Act, that it is surprising the Board of Trade 
have accepted the accounts for both the years 1870 and 1871. 

In the Imperial, the account is made up to 31 October, but the 
dividend is payable yearly in July, out of the interest on the invest- 
ments of the proprietors' fund accruing up to July, so that the divi- 
dend is neither exactly for the year to which the account relates, nor 
for the previous year ; but partly for the one, partly for the other. 

The Liverpool 6^ London for the year 1870 virtually gives two 
Profit and Loss Accounts, in one of which the dividend for the year 
1869 is charged, and in the other that for the year 1870. In the 
account for 187 1, the dividend charged appears to be the sum 
actually paid. 

National of Ireland, The dividend charged in the account for the 
year ending 30 June 187 1, is apparently that for the previous year; 
but in the account for the year ending 30 June 1872, the practice of 
the company appears to have been altered, and the dividend made 
payable halfyearly instead of yearly ; and in consequence of this, the 
dividend charged in the account for that year is for a year and a half. 
If the account had been correctly drawn up, that is to say, if it had 
been a revenue account properly speaking, the accounts of each year 
would have been charged with a year's dividend, notwithstanding the 
above mentioned change in the practice of the company. In the 
former of the two above mentioned accounts, the amount of the funds 
at the end of the year is liable for a full year's dividend ; and in the 
latter, for the balance of the year's dividend. 

Patriotic, Similar remarks apply to this company. The dividend 
charged in the account for the year ending 30 August 1870, is that 
for the previous year ; while the dividend charged in the account for 
the year ending 31 August 187 1, is the dividend declared in the 
course of that year, being the dividend for the previous year and an 
interim dividend declared in March 187 1. In the former account, 
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therefore, the amount of the funds at the end of the year is Hable for 
a full year's dividend ; in the latter account, for the balance of the 
year's dividend. 

RoycU, The account is made up to 31 December, and the dividend 
for any particular year was formerly payable in August of the suc- 
ceeding year ; but at the annual meeting in 187 1 the directors were 
empowered to make halfyearly payments at their discretion in 
February of each year. The dividend entered in the account is 
' therefore that for the preceding year, and the amount of the funds 
is liable for payment of a full year's dividend. 

Scot, Union, The account is made up to 31 July and the dividend 
for any Office year is payable by halfyearly instalments in July and in 
the following January. The amount of the funds at the end of the 
year is therefore liable for payment of a halfyear's dividend. 

United Kent, The account closes on 25 March in each year, and 
the dividend, which is declared in July and is payable yearly on the 
following I March, is considered to be that for the previous year. The 
amount of the funds therefore is liable for payment of a year's dividend. 

Universal, This company pays a dividend of 5 per-cent on 31 
Dec, for the year then ending, and a bonus on 30 June, of such 
amount as the annual valuation will justify, this bonus being declared 
early in May. 

Whittington, The dividend charged in the account for the year 
ending 30 April 187 1, is called "Interest paid and due to Share- 
holders, three half years and outstanding," thus including apparently 
all the dividends outstanding at the end of the year ; but the amount 
of outstanding dividends at the end of the year is not stated, being 
apparently included in the item given in the Balance Sheet " Interest 
due, ;^502. IS, ^d," which may be supposed to include also the 
interest due to depositers as well as to shareholders. 

79. The fact that, as mentioned above, the amount of the funds is 
in some cases liable for the payment of certain dividends which do not 
appear in the balance sheet, suggests a word of warning to actuaries 
who may be called on to value the liabilities of a company in which 
they have not themselves drawn up the balance sheet. If the divi- 
dend for the year has not been charged in the account, it will be 
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necessary to ascertain whether the Assurance Fund is liable for pay- 
ment of that dividend, in which case its available amount, and, con- 
sequently, that of the divisible surplus, will be less than represented 
by the balance sheet. This liability appears to have been actually 
overlooked in one instance, namely, the Planet 

80. Other Payments (accounts to be specified). The items 
given by the companies under this heading are much more varied 
in character than those under the corresponding heading among the 
receipts ; but those of them which appear properly in the account, 
and do not come under one of the headings already considered, admit 
of being fairly arranged under the four headings : — , 

Bonus in cash and reduction of premium. 
Income Tax. 

Shares of the company purchased. 
Sundry Losses. 

81. For a strict compliance with the Act, the amount expended 
under each separate heading should be specified, and nothing should 
be left under a vague heading such as "Sundries" or "&c." For this 
reason, the following entries in the returns are irregular, and the 
Board of Trade should have required the amounts of the different 
items classed together to b*e separately stated ; — 

" Interests and sundry small payments." Aberdeen, 

" Stamps and Income Tax (English and Foreign)." Greshatn. 

" Policy Stamps, Income Tax, &c." London Sf Lancashire. 

82. Bonus in Cash and Beduction of Premium. For the sake of 
simplicity I have thought it sufficient to include these two amounts 
under one heading, altho' they are of essentially different character. 
Considerable difference of practice exists as to the manner of 
treating the premiums which have been reduced, either temporarily 
or permanently, by the operation of bonus. Some companies 
enter the original premium among the receipts, and enter the 
amount of the reduction as a disbursement, whereas others enter 
only the reduced premium among the receipts. The former plan 
seems to be on the whole preferable, and certainly is so in the 
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not uncommon case of the commission being calculated and 
allowed on the original premium, altho' it may have been reduced by 
bonus. This is another point on which an authoritative decision by 
the Board of Trade is much to be desired. 

83. A comparison of the accounts of some companies, as issued 
to the public and as deposited with the Board of Trade, shows 
that they have included the amount paid as Cash Bonus under the 
heading " Surrenders," treating it in fact as a surrender of a bonus. 
This course has been adopted probably in consequence of no 
heading "Cash Bonus," having been contained in the Schedule ; but 
the payment is of so different a kind from the payment for the 
surrender of a policy, that the two should be kept distinct; and if 
the companies are in any doubt as to the proper method of returning 
the amount, the Board of Trade should issue a set of regulations 
applicable to this and similar points. See the remarks above, under 
" Surrenders." 

84. There is a difference of practice among the companies with 
respect to the payment of bonus to the assured. Some companies, 
when they declare a bonus, give the assured the option for a limited 
time of appropriating the bonus either as a cash payment, an addition 
to the sum assured, or a reduction of the future premiums, as they 
may prefer; the bonus being applied to increase the sum assured 
when no option is declared. Other companies declare a bonus by 
way of addition to the sum assured, but allow the assured to surrender 
the addition and commute it for a cash payment at any time. In the 
former of these cases the term " cash bonus " is strictly correct ; but 
it is not quite so applicable in the latter case. Accordingly we find 
other headings in some accounts, such as the London Sf Provincial 
LaWy " Reversionary bonuses commuted and paid in cash." Some 
companies have given the item " Surrenders of bonuses." These 
differences however only affect the phraseology, and not the essence 
of the transaction ; and all payments of this kind should be included 
under the general heading we are now considering. 

85. Income Tax. This item- should include the tax (if any) paid 
durect to Government in respect of the Shareholders' dividends, also 
the amount deducted from the interest on loans and the dividends on 
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stocks, &c., in reference to which it may be useful to note, that in the 
case of most life insurance companies the amount of tax so deducted 
exceeds the amount which the companies would be liable to pay in 
respect of the Dividends and Bonuses to Shareholders, and therefore 
that generally the companies pay no tax direct to Government It 
should also include income tax paid to Government on the Directors' 
fees and salaries, when that amount is paid by the company. Lastiy, 
it should be diminished by the amount of income tax deducted by 
the company from the annuities paid by it 

86. As mentioned above ^under the heading of " Interest and Divi- 
dends," the majority of the companies state only the net amount of 
interest and dividends received, after deduction of income tax. From 
one point of view, this is quite correct, inasmuch as the income tax 
virtually reduces the rate of interest the con^panies receive ; but on 
the whole it appears preferable to state the amount of interest and 
dividends in full, and to enter among the disbursements the amount 
of the income tax. At all events, it is desirable that all companies 
should follow the same course with regard to this item. 

When, (as in the case of the London Assurance^) the account states 
the amount of the tax deducted, I have entered the interest in full on 
one side, and the tax on the other side. In my summary. Table I, 
22 companies out of no appear as giving the income tax among 
their disbursements; but it will be found, on comparing the amoimt 
with that of the interest received, that the tax charged by the Briton 
and the Edinburgh is not tax deducted from interest, but probably 
tax paid direct to Government in respect of fee§ and salaries. 

In table II, lo companies out of 38 appear as charging income tax. 
Of these, the Atlas^ Law Union^ North British, Northern, Patriotic^ and 
Royal Exchange, charge no tax in the Life accounts. I am at present 
unable to say why it is thus charged by them in the one account and 
not in the other. 

87. Shares of the Company Purchased. Notwithstanding the 
small number of companies which appear as purchasing their own 
shares, the item is of so widely different a character from all others 
that I have thought it deserving of being kept distinct It is 
to be noticed that entries made in this column refer only to the 
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cases where the company has purchased its own shares for the 
purpose of xancelling them, so that the paid-up capital is reduced 
and the amount of interest payable annually correspondingly 
reduced. In cases of this kind, when a company buys its own 
shares at a premium, only the nominal value of the shares can be 
written off against the paid-up capital, and the premium paid must be 
written off against some other fund, or in some way charged as a loss. 
This is a point, however, in reference to which information is rarely, 
if ever, given by the company. When the company on the contrary 
buys its own shares at a discount, the nominal value of the shares is 
properly written off against the paid-up capital, and the amount of the 
discount is properly taken credit for as a profit- In the case where 
the company buys its own shares,^ but does not cancel them — the 
object being to hold them, either permanently, as an investment, or 
temporarily, with the object of reselling them — sums paid for such 
purchase will of course not appeat in the revenue account at all. 

88. It will be seen when we come to examine Schedules 3 & 4 that 
in the case of companies transacting other business besides that of life 
assurance, the schedules of the Act contain no provision for any 
payment made by a company in purchasing its own shares, just in the 
same way as they contain no provision for Receipts in the nature of 
" Additional Capital paid up." 

89. Sundry Losses. This heading includes all bad debts, losses 
from failure of securities, losses on agents' balances, and on realiza- 
tion of securities, as well as reductions in the nominal amount of the 
assets in consequence of revaluation of securities. It is to be noticed 
that in many cases we meet with such an entry as " Profit and Loss, 
Balance of Account" (see the accounts of the Eagle and the JEdin- 
burgh), on the one side of the account or the other, according as 
the profits exceed the losses or the contrary. It may be doubted 
whether it would not be more correct to enter the losses on one side 
and the profits on the other, instead of giving only the difference. 



90. For the purpose of showing more clearly the nature of the 
items given by many companies under the general heading. Other 
Payments, and the manner in which I have dealt with them, I have 



heie collected imder their proper heads diose that do not come under 
BoDos in Cash, Income Tax, or Shares of die Company purchased. 



I. BilM^in fi '- 

Bcmus additions to policies. 

Endowments and Endowment Assurances matured. 

" Sick pay.** Church rf Englamd. 

"Premiums received on lapsed Endowments," (being ap- 
parently Endowments with returnable premiiuns, in 
which the life has dropt before tl^e agreed term). 
Friend/ Prtrvident. 

" Written off from value of Annuities purchased," (explained 
to be the value of an annuity held for a life which 
dropt in the course of the year). Guardzatu 

" Industrial Assurances." ReUana, 

'' Claims admitted but not due." Prudential. 

paid." Wesleyan and General, 
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2. B«loBgiBg to <* tanvadsn.'* 

" Surrender of Annuities." Church of England. 

" Half-credit Premiums on cancelled Policies written off." 
Midland Counties, 

" Surrenders of Bonuses." Scottish PrcrvindaL 

3. Belonging to <* Anavitioo." 

" Annuities under Superannuation Policies." Marine and 
General. 

" United Kingdom Company's Annuities." North British. 

" Reversionary Annuities." Royal Exchange. 

" Annuities in connection with Reversionary Transactions." 
StancktrcL 

" Annuities (Post Obit)" Sun. 

4. Bolongingto ** CommissidiL" 

" Commissions" (Loan Accoimt). Protector. 

" Brokerage on Sale of Shares." British Imperial. 

5. Btlonging to <* Exponiei of lUiiagoment'' 

Medical Fees. 
Law Charges. 
Policy Stamps. 
Receipt Stamps. 
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Directors' Fees. 

Auditors' Fees. 

Consulting Actuary's Fees. 

Rent and Taxes. 

Rates and Taxes. 

Advertisements. 

Printing and Stationery. 

Postages and Parcels. 

Repairs. 

Fire Insurance. 

Furniture and Fittings. 

Valuation Fee to Actuary (and similar items). 

" Gratuity to Actuary and Clerks, and Expenses of Valua- 
tion." Atlas. 

" Quinquennial Bonus to Officers." CroTvn. 

"Expenses of Branch Offices and Agencies." Briton^ 
Great Britain. 

" Agents' and other Charges." Law Property. 

" District Managers' Salaries and Expenses attendant upon 
Collection of Premiiuns." Manchester Provident. 

Agents' or Canvassers' Salaries. 

" Branch Offices, including India and Canada." Reliance. 

"Extension Expenses." Law Union^ London and Bir- 
mingham, Manchester Providait^ Pearly Prudential^ 
United Kingdom. 

" Travelling Expenses." Masonic^ Pearl. 

" Procuration Fees." Pearl. 

" Special New Business Charges." Prudential. 

" Amount paid Promoters." ) London and 

" Registration and Legal Expenses." J Manchester. 

"Preliminary Expenses." Exchange^ London and Bir- 
minghamy Masonic, New Albert. 

"Liquidation of Preliminary and Extension Expenses." 
Imperial Union. 

" Purchase Money of Business Written off." General. 

"Amount Written off Purchase of Business Account" 
Prudential. 

"To Account of the Purchase of the Business of the 
United Kingdom Company." North British. 
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" Amount Written off Furniture." Sceptre, 

" Amount Written off Lease." Sceptre^ WMttington. 

"Deduction for Wear and Tear of Property." National 
Prouident, 

" Written off for Building Account." Law Union, 

" „ the Cost of the Society's House." Equity 

and Law, 

"Amount Transferred to Premises Redemption Fund." 
Church of England, 

" Miscellaneous Charges." Reliance, 

" Stamps and Income Tax." Gresham, 

" Charges on Property." Law Property, 

" Amount Written Off." 'London and Birmingham. 

" Sundries." Free Methodists. 

" Brokers' Commission and Exchange Account." Briton, 

" Percentage to Proprietors for Management, less Com- 
mission to Agents." Atlas, 

Pensions to Retired Officers. Argus^ Atlc^y Crown^ Metro- 
politan^ National, National Provident. 

" Grant to the Widow and Family of a Deceased Official." 
City of Glasgow, 

" Life Proportion of Amount voted to Widow of the late 
Solicitor." Law Union, 

" Payment of Single Premium on Policy for ;^iooo, presented 
to Mr. Lock, late Secretary, on his retirement." National, 

6. Belons^g to << Sundry Losses.'' 

Bad Debts written off, whether due firom Borrowers or Agents. 

Loss on sale (or realization) of Stocks and other property. 

Balance of Profit and Loss. See the accounts of the Eagle, 
Edinburgh, London Life, 

" Guarantee Fund (payments thereout)". Whittington, 

7* Struck out of the Account. 

a. Deducted from the Interest received. 

Interest paid, whether to depositers or other persons. 
Aberdeen, Brit, Imperial, Emperor, Equitable, Im- 
perial Union, Law Property, Sceptre, Temperance 
and General, Western Counties; also the following 
companies which have given a separate Loan 
Account : — Bristol and London, Emperor, Exchange, 
Pearl, Protector, 
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" Terminable Annuities Redemption." Economic. 

" Reduction in value of Government Annuities." Scot 
Amicable. 

'* Premiums of Assurance, Purchased Annuities' Ac- 
count." Royal Exchange* 

b. Deducted from the Premiums received. 
" Reassurances." Provt. Clerks. 

" Premiums Returned." Equitable^ London^ Reliance. 
" Renewal receipts returned, not taken up." Scot. ProvL 

c. For explanation as to the manner in which the following 

entries have been dealt with, see further on, imder 
the names of the several companies. 

" Deposit repaid." Sceptre. 

" Estimated value on 31 Dec. 1869 of Stock sold as per 
contra." Equitable. 

" Lease of New Premises, Alterations, &9." Equitable. 

" Difference between Premiums and Interest due and 
unpaid at beginning and end of year." Equitable. 

" Premiums paid in respect of Annuities purchased." 
United Kent. 

" Directors' advance, Amount Repaid." British Work- 
man's. 

** Quinquennial Bonus to Shareholders." Crown. 

** Rent of 54, Cannon Street." Emperor. 

** Amount Transferred to Loan Account" English and 
Scottish. 

** Repaid Treasurer's Advance with Interest London 
Annuity. 

•^Securities sold during the year, and valued on ist 
January, 1870, at ^2,668." London Annuity. 

" Premiums paid upon Life Policies not Reassurances." 
Patriotic. 



91. The last item in the revenue account is the Amount of Funds 
at the end of the year, a4i per Second Schedule. The remarks made 
on the " Amount of Funds at the beginning of the year " apply with 
very little or no change to this item, and any further remarks upon it 
will be better deferred until we reach the item in the balance sheet. 

£ 



92. There is a Note appended to Schedule 1 : " Companies having 
separate accounts for annuities to return the particulars of their 
annuity business in a separate statement." It is very difficult to say 
what is meant by this ; and it would probably have been better to 
omit the note, so as to require all companies to include the par- 
ticuhirs of their annuity business in the general statements. It is not 
uncommon for companies to have an "Annuity Fund," which is 
credited with the annuity purchase money received, and with interest 
at such a rate as is thought right, and is debited with the annuities 
paid, nnd with a proportion, greater or less, of the expenses. Are all 
such companies to be considered as having " separate accourits for 
annuities " ? or are those companies only intended which have the 
investments of the Annuity Fund kept distinct? These are ques- 
tiontj to which 1 can give no satisfactory answer. 

83* The only companies which have given separate statements of 
their annuity business are the following: — Guardian (which gives a 
rombinod Annuity and Kndo>\Tnent Account), Imperial^ Liv.&» London^ 
Aii//«»//fi/ (/ IfriiVhiy Xorth British^ jSorthtrn^ Queetiy Royaly Royal 
A\vv^i/<i,r» iV«vA yw/Vr/j/, Scot. Proi'incialy Wesley an 6^ General^ 
Wtst of l\H^hmt Among these companies, the Imperial stands 
«loi\o in havii\g included its annuity receipts and pajments in the 
i>i\Hnary n^ venue act.H>unt, while giving a separate annuity account 
*rhis ixTtainlv cannot have l>een the intention of the Act The 
Koystl and the Witslexnn <s^ Gr/tent/ give also a separate Endowment 
Aa\>unt» It may l>e noticed that the iNtvfil Bri/isA Annuity Account 
docs not inohido the whole of the annuities jw-able, as in the life 
revenue aax^mt t^X' find the ^ntr\* ** United Kingdom Companj-'s 
Annuitit^ ^^*»*70. 4* i/* 1.4isth\ the Rcwt/ £MAaM^ Annuity 
AaxHint is a nxtv remarkable one. Not only are the reversionary 
annuities m^w j>a\^aWe ^amounting to ^ro^o p^ annum) excluded 
frv>m it* but the oimuities |Hiivha:!ied by the comixmy as investments 
;jife inchKiev) in it ! Theie can be uo questioQ that this was not the 
iuteniion 01^ the Act 
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CHAPTER IV. 



On the form of the Balance Sheet prescribed by the 
Second Schedule of the Act. — Liabilities. 

94. The Second Schedule gives the form of annual balance sheet to 
be used by the companies transacting life insurance business exclusively. 
The left hand side is headed " Liabilities," and the right hand side 
** Assets.'* The former consists of two parts : (i) the paid-up Capital 
(if any), the Assurance Fund, the Annuity Fund (if any), and the 
Other Funds (if any). Below these a line is drawn, and the total is 
carried into the outer column and is equal to the " Amount of the 
Funds at the end of the year," as given in the revenue account. 
(2) The claims admitted but not paid, and other sums owing by the 
company. 

96. In every balance sheet, the assets being stated on one side 
and the liabilities on the other, there must always (except in the 
extremely rare case of the assets and liabilities being precisely 
equal) be a "balance," that is, an amount introduced on one 
side or the other to make the account balance. In the form 
of balance sheet we are considering, the Assurance Fund is this 
balance. The capital paid up is, of course, a known amount, 
and so are the various sums owing by the company; while the 
amounts of the annuity fund and the other funds are either arrived at 
by exact calculation or are the subject of special resolution. ' It is 
well, therefore, to bear in mind that the Assurance Fund, tho' in- 
cluded with the liabilities, is not, properly speaking, a liability, but is 
the balance of the account. 

e 2 
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96. Shareholders' Capital paid np (if any), I have included in 
this item all additions to the capital out of profits. These additions 
are usually treated by the companies themselves as so much additional 
capital, dividend being paid on them just as on the original capital, 
and there is therefore no reason why they should be kept distinct. 
I have also included in this item in my summary, for the sake of 
brevity, certain other funds exclusively the property of the share- 
holders, which yet are not, properly speaking, part of their capital. 
This requires a little explanation. Some companies carry all the 
interest received on the investments to the credit of the Assurance 
Fund, and pay the proprietors' dividends out of the same fund. 
Others credit the paid up capital with its due proportion of the 
interest received on all the investments, and pay the dividends 
exclusively out of such proportion ; while a third class of companies 
have distinct investments appropriated to the shareholders' capital, 
and the interest actually received on them forms the fund out of 
which the dividends are paid. In both the latter cases, since the 
dividend paid to the shareholders will never exactly equal the interest 
received, there will always be a balance of undivided interest, the 
property of the shareholders ; and this I have, for the sake of sim- 
plicity, included with the capital in my summary. 

97. The following list contains the names of the companies in 
which the fund representing this undivided interest has been added 
to the paid-up capital, also those in which other funds separately 
specified in the Balance Sheet have been included in my summary 
with the capital paid up. 

Crown Shareholders' Capital paid up . . . JQ2 1 0,980 00 

„ Reserve Fund.... 1,376 11 4 

Edinburgh Paid-up Capital ;£^7S>ooo o o 

Proprietors' Dividend and 

Reserve Funds 30,610 2 io 

-£;jj^//>^ 6- Av^/Z/V^ Shareholders' Capital paid up... ;^7 0,000 o o 

Proprietors' Reserve Fund 2,945 4 3 

Imperial Shareholders' Capital paid up . . . JQ^ 5,000 o o 

Accumulations thereon 95,230 15 11 
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Law Life Guarantee Fund, viz : — 

Paid-up Capital ;f 100,000 o o 

Proprietors accumulated interest 

and share of Profits 862,44911 4 

;^962,449 " 4 

Current Interest in hand ....... 24,185 13 11 

Z^df/ 6- G^^«^d5/... Shareholders' Capital paid up... ;^i 60,000 o o 

Interest, &c., at credit of same 11,046 15 9 

Provident Shareholders' Capital paid up . . . ;£49,3 7615 o 

Balance of Interest on Share- 
holders' Capital 2,502 10 6 

Rock Shareholders' Capital paid up 

;^ioo,ooo accumulated to.... ;^i, 220,076 17 5 

Sovereign Shareholders' Capital paid up . . . ;£4S ,000 o o 

Bonus Additions 6,300 o o 

Sun Shareholders' Capital paid up . . . ;^48,ooo o o 

Accumulations on ditto 247 ,445 10 o 

United Kent Shareholders' Capital ;^i 00,000 o o 

Do. Accumulated Fund i4>37o 12 2 

Universal Shareholders' Capital paid up . . . ;^5 0,000 o o 

Proprietors' Suspense Fund 

account 875 o o 

Whittington Shareholders' Capital paid up... ;^io,254i4 9 

Shareholders' Bonus (Balance 

undivided) 9^5 

98. In the Pelican account, where the item is given simply as 
"Shareholders' Capital" without the words "paid up," it appears as if 
the balance of imdivided interest has been included in bne item with 
the capital; and this is confirmed by the fact of the fund being 

*;^i. 19J. 8^. less in the 187 1 account than in that for 1870. 

99. At first sight it may appear as if there could be no possible doubt 
as to the amount of the capital paid up ; but there is one case in which 
this is not at first sight obvious. I mean that case in which a certain 
amount has been called up on the shares, but time for payment has 
been given to certain shareholders. There are two ways in which 
this may be treated by the company. First, it may consider the 
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smaller amount only as paid up on the shares, and calculate the 
dividend on such smaller amount ; and, secondly, it may treat the 
full sum as paid up on the shares, entering the unpaid call as a loan , 
to the shareholders, in which case they will be credited with the 
same dividend as the other shareholders, and will be charged 
interest on the sums due from them. In the latter of these cases, I 
think the sum should be entered as capital paid up, but not in the 
former. The British Equitable has adopted neither of these courses, 
but has entered among Other Assets a sum of ;^i,7o8. i^r. 8^., as 
" Due from Shareholders " ; and the Scottish Imperial has similarly 
given " Unpaid Calls on Shares, ;£i3o. 5^. 5^." These entries would 
be correct if the heading were " Capital called up " ; but as it is 
^^Cdo^itdlpaidup" they are clearly wrong; and I have deducted the 
above amounts from the capital given as paid up. 

100. When a company has issued a part of its shares at a premium, 
since this premium of course does not carry any dividend, it should 
not be included with the capital, but (if not carried to the Assurance 
Fund) should be entered as a separate fund in the balance sheet. 

101. When a company has expended a part of its paid up capital in 
establishing the company, as it is called, or in "preliminary expenses," 
the accounts may be presented in two distinct ways. Either the sum 
so spent may be taken credit for as an asset in the balance sheet, in 
which case the full amount of the paid up capital will appear on the 
other side of the account ; or, the paid up capital being still stated 
in full, the sum so spent may be entered as a deduction, so that the 
account shows the balance remaining in hand. The former course 
has been adopted by the Albion, Bristol &* London, Free Methodist, 
London 6- Southwark, Manchester Provident, Masonic, North London, 
Scot, Imperial. The latter by the Brit Imperial, Colonial (m its 1872 
account), London &* Birmingham, Nat, Widows^. The London &* 
Manchester, having spent more than the whole of its capital, has 
deducted the amount of the capital from the amount of the funds, 
and has taken credit for the remainder of the sum spent, under the 
heading " Expenses on New Extension Business." 

See the remarks further on under the heading " Preliminary 
Expenses or other Deficiency." 
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102. Annuity Fond (if any). Some of the companies granting 
annuities do not enter in their accounts an Annuity Fund, or in any way 
specify the amount of the liability under the annuities granted. In this 
case, the sum required to meet the liabiUty under the amounts granted 
is included in the Assurance Fund. In comparing therefore the amount 
of the Assurance Funds in such a company with that in a company 
which does not transact annuity business, the latter company would 
appear at a disadvantage, the Assurance Fund of the former being 
larger coeteris paribus than that of the latter ; and unless we have other 
means of estimating the amount of the annuity liabilities, no fair com- 
parison can be made. For this reason, it would be desirable that 
every company transacting annuity business should be :|^equired to 
keep a separate Annuity Fund, so as to show approximately, from 
year to year, what is the money liability under the annuities granted. 

103. Other Fnnds, if any, to be specified. We come now to the 
funds entered under this general heading, by the companies transacting 
only life insurance business. 

In the following cases the amounts should have been placed, not 
among the funds, but below the line among the sums owing by the 
company: — 

Alexandra. "Loans and Debentures, ;^35i. ioj*. 5^." 
Law Property, "Amount due to Depositors, ;£^4,758.'' 
London Sf Southwark. " Loan Account, ;£^5,ooo." 

The Western Counties begins its balance sheet with the item 
" Balance of Temporary Loan Account, ;^3,462. 6s. Sd.;" but this is 
not included in the Amount of Funds at the beginning of the year, 
and should therefore have been placed among the Other Sums Owing 
by the company. 

The following I have included with the Assurance Fund : — 

National Provident. " Endowment Assurance Fund''; " En- 
dowment Fund." 

Universal. " Reserve Fund for Reduction of Premiums to 
loth May 1871, allotted at last division of profits, but 
not yet received by Policyholders, at dates of this Ac- 
count"; "Assurance Fund Suspense Account"; "Balance, 
or Surplus Reserve Fund, as per Annual Valuation." 
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The Standard gives among its Funds the remarkable entry " Re- 
versions, ;£^62y955. 2J'.," as to which I was miable to obtain any 
information, and I therefore included the amount in the Assurance 
Fund. In the 1873 blue-book we find a similar (but smaller) fund 
with the note "Values of Special Annuities connected with Reversions,'' 
so that it appears as if the fund would be more correctly included in 
the Annuity Fund. 

The remaining fimds given in the accounts may be properly grouped 
into the four following : — 

Balance of undivided interest or bonusw 
Proprietors' dividends due and unpaid. 
Sinking Fund. 
Depretiation Fund. 

101. Balance of undivided interest or bonus. In my summary, 
this has been included, for the sake of simplicity, in one total with 
the paid up capital. 

105. Proprietors' Dividends due and unpaid. Three purely life 
companies, the Law^ Provident^ and University y and several fire com- 
panies, among which may be specified the Guardian^ have a fund of this 
kind; but this is certainly not a correct way of arranging their accounts. 
There can be not the slightest doubt that dividends actually payable 
at the time of closing the accounts, or, in other words, arrears of 
dividends, are sums owing by the contpany, and as such should be 
entered below the line, both in the 2nd and in the 4th Schedule. 
Notwithstanding this, the above mentioned companies have entered 
them above the line, including them in the Fund we are now con- 
sidering. The effect of this is easily seen to be that the amount of 
the Dividends to Shareholders entered in the revenue account will be 
the exact sum actually paid in the year ; and this is a confirmation 
(if such is wanted) of the statement above that the arrears of divi- 
dends are misplaced when put above the line among the Funds. 
One result of arranging the accounts in this way is that any amount 
of unclaimed dividends can be written off (or in other words, con- 
fiscated for the benefit of the remaining shareholders) without the 
transaction appearing in the accounts at all. For the unpaid dividends 
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never being charged in the revenue account at all, and thus never 
taken out of the amount of the funds, when the unclaimed amount is 
written off, the sum does not require to be brought back again into 
the amoimt of the funds, as would be the case in companies where a 
full year's dividend is charged in the revenue account, whether for 
the year to which the account relates or for the previous year. 
It may be here mentioned that the Alliance has actually written off 
and included in its Profit and Loss Fund, both the Outstanding 
Dividends, and the Unclaimed Dividends. This course may be 
proper as regards the latter after the lapse of a number of years, but 
cannot be justified as regards the former. 

106. The case is not quite so clear as regards the dividend (or un- 
paid balance of dividend) for the year to which the accounts relate. 
This is not payable on the day the account is closed, and is often 
not payable for some months afterwards, when it shall have been 
decided on by resolution of a Board of Directors or a General 
Meeting, and shall have been formally declared. It is therefore 
not, strictly speaking, a sum owing by the company, altho' 
it is a liability that attaches to the company and should be 
provided for in the balance sheet. If the dividend for the year 
is- entered as a sum owing by the company, it must be charged 
among the disbursements of the revenue account, and the funds 
of the company are thus stated net, after allowing for all the 
charges, including proprietors' dividends, properly pertaining to the 
year. If, on the contrary, the dividend for the year is entered as 
one of the funds above the line, it is not taken out of the Amount of 
the Funds, and the proprietors' dividends charged in the revenue 
account will be those, not for the year to which the accounts relate, 
but for the previous year. This method of entering the dividend (or 
balance of dividend) for the year as one of the Funds has, at all events, 
the merit of allowing for the dividend in stating the amount of the 
Assurance and other Funds. In many cases, the dividend is payable 
out of the Assurance Fund, and if it is not allowed for, the amount 
of that Fund will be overstated — a result which might be attended 
with serious consequences at the time of a division of profits. But 
the method we are now considering takes a sum equal to the dividend 
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for the year out of the Assurance Fund and sets it apart, so that the 
liability is fully provided for, altho' not charged in the revenue account 
This is a course that has been adopted by one purely Life OflSce, — 
the Westminster 6^ General — in its account for the year 187 1, and, 
as we shall see further on, it is the course that is virtually followed 
by most of the companies transacting fire insurance business. 

107. Sinking Fund. Some companies have entered among their 
liabilities a fund of this kind, which is intended to provide for the 
reduction in value and ultimate extinction of some portion of their 
property, as for instance. Terminable Annuities or Leasehold House 
Property. In all such cases 1 have struck out from the liabilities the 
amount of the Sinking Fund, and have deducted it from the value of 
the particular property in question. 

The items so deducted are the following : — 

Church of England. " Premises Redemption Fund." 

I^ndon 6^ Southwark, " Sinking Funds (House Property)." 

Prudential, " Turkish Stock Guarantee Fund." 

University. " Sinking Fund for Redemption of Rent Charges." 

Westminster &* General. " Redemption Fund (28 King Street, 

Covent Garden)." 

108. Depretiation Fund. This fund in its nature is essentially 
different from the last. It is in the nature of a fund set apart to provide 
for an anticipated, but not certain loss, by th'e failure of a security or a 
class of securities. When a loss is anticipated on a particular mort- 
gage security, it is desirable, until the debt is actually written off as 
irrecoverable, to keep it on the books of the company as of its full 
nominal amount, inasmuch as that is the amount which the debtor 
owes to the company. It should therefore appear for its full amount 
among the " mortgages" on the asset side of the balance sheet It 
would, however, be incorrect to take credit for it as a good asset for 
its full nominal amount ; and it is therefore necessary to make a 
reserve on the other side of the account equal to the anticipated 
amount of the loss. This is best done by entering the amount among 
the "Other Funds" of the company as a Depretiation Fund. Some 
persons may perhaps think that the amount would be more properly 
entered — not among the Funds, but below the line, among the Sums 
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Owing by the Company; and it is so entered in the accounts of the 
Brit, Equitable and National Provident, 

109. Again, if a sum is set apart annually or periodically to meet 
losses that may perhaps ultimately arise in a particular class of invest- 
ments, as, for instance, " Loans on personal security," tho' there may 
be no reason to suspect any one of these loans in particular, this will 
iliost properly be entered as a Depretiation Fund among the other 
Funds ; and in this case it would be absurd to argue that the amount 
should be placed among the Sums Owing by the Company. 

The funds which I have placed under this heading are described 
in the following manner by the different companies : — 

" Depreciation Fund." British Equitable, 

" Investment Reserve Fund." Commercial Union, 

" Reserved Profit on Sale of Stock." Legal &* General. 

" Investment Fluctuation Fund." Liverpool 6^ London, 

" Less reserved to meet Bad Debts." Midland Counties, This 

is given by the company as a deduction (in an inner column) 

..from, the .Amount of the Agents' Balances; but I have 

transferred the amount to the Liabilities, entering the 

Agents' "Balances in full. 

" Loans Guarantee Fund." National Guardian ; Whittington, 

" Standing , to , the Credit of Reserve Account." Natiotial 
' Provident, 

" Amount reserved on Loans in Suspense." Star, 

" Mortgages Reserve Fund." Union, 

" Guarantee Fund for personal security." West of England, 

" Reserve Fund (Loans on Personal Security)." Westminster 
6^ General, 

110. The amounts of the various funds having been given, the total 
of them is to be carried out as Total Funds, as per First Schedule, 
this total being, as already stated, equal to the excess of the assets 
over the sums owing by the company. 

111. We come now to the Sums owing by the Company. The only 
one of these mentioned in the Act is Claims admitted but not paid. 
If the claims charged in the revenue account include those announced, 
or otherwise known to have occurred in the year, the " claims cyi- 
nounced but not admitted" must be charged as a liability in the 
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for the year out of the Assurance Fund and sets it apart, so that the 
liability is fully provided for, altho' not charged in the revenue account. 
This is a course that has been adopted by one purely Life Office, — 
the Westminster dr' General — in its account for the year 187 1, and, 
as we shall see further on, it is the course that is virtually followed 
by most of the companies transacting fire insurance business. 

107. Sinking Fund. Some companies have entered among their 
liabilities a fund of this kind, which is intended to provide for the 
reduction in value and ultimate extinction of some portion of their 
property, as for instance. Terminable Annuities or Leasehold House 
Property. In all such cases 1 have struck out from the liabilities the 
amount of the Sinking Fund, and have deducted it firom the value of 
the particular property in question. 

The items so deducted are the following : — 

Church of England, " Premises Redemption Fund." 

London 6^ Southwark, " Sinking Funds (House Property)." 

PrudetitiaL " Turkish Stock Guarantee Fund." 

University, " Sinking Fund for Redemption of Rent Charges." 

Westminster dr* General, " Redemption Fund (28 King Street, 

Covent Garden)." 

108. Depretiation Fund. This fund in its nature is essentially 
different from the last. It is in the nature of a fund set apart to provide 
for an anticipated, but not certain loss, by thfe failure of a security or a 
class of securities. When a loss is anticipated on a particular mort- 
gage security, it is desirable, until the debt is actually written off as 
irrecoverable, to keep it on the books of the company as of its full 
nominal amount, inasmuch as that is the amount which the debtor 
owes to the company. It should therefore appear for its full amount 
among the " mortgages" on the asset side of the balance sheet It 
would, however, be incorrect to take credit for it as a good asset for 
its full nominal amount ; and it is therefore necessary to make a 
reserve on the other side of the account equal to the anticipated 
amount of the loss. This is best done by entering the amount among 
the "Other Funds" of the company as a Depretiation Fund. Some 
persons may perhaps think that the amount would be more properly 
entered — not among the Funds, but below the line, among the Sums 
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Owing by the Company; and it is so entered in the accounts of the 
Brit, Equitable and National Provident, 

109. Again, if a sum is set apart annually or periodically to meet 
losses that may perhaps ultimately arise in a particular class of invest- 
ments, as, for instance, " Loans on personal security," tho* there may 
be no reason to suspect any one of these loans in particular, this will 
iliost properly be entered as a Depretiation Fund among the other 
Funds ; and in this case it would be absurd to argue that the amount 
should be placed among the Sums Owing by the Company. 

The funds which I have placed under this heading are described 
in the following manner by the different companies : — 

" Depreciation Fund." British Equitable, 

" Investment Reserve Fund." Commercial Union, 

" Reserved Profit on Sale of Stock." Legal 6^ General, 

" Investment Fluctuation Fund." Liverpool &* London, 

" Less reserved to meet Bad Debts." Midlafid Counties, This 

is given by the company as a deduction (in an inner column) 

• from the ■ Amount of the Agents' Balances; but I have 

transferred the amount to the Liabilities, entering the 

Agents' balances in full. 

" Loans Guarantee Fund." National Guardian ; Whittington, 

"Standing ,to the Credit of Reserve Account." National 
' Provident, 

" Amount reserved on Loans in Suspense." Star, 

" Mortgages Reserve Fund." Union, 

" Guarantee Fund for personal security." West of England, 

" Reserve Fund (Loans on Personal Security)." Westminster 
d^» General, 

110. The amounts of the various funds having been given, the total 
of them is to be carried out as Total Funds, as per First Schedule, 
this total being, as already stated, equal to the excess of the assets 
over the sums owing by the company. 

111. We come now to the Sums owing by the Company. The only 
one of these mentioned in the Act is Claims admitted but not paid. 
If the claims charged in the revenue account include those announced, 
or otherwise known to have occurred in the year, the " claims cyi- 
nounced but not admitted" must be charged as a liability in the 
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balance sheet ; and as the title of this item will not admit of their 
being included in it, they must be put among the " other sums owing 
by the company." 

112. This item will include all the claims that have been charged in 
the revenue accounts of the year and have not been actually paid ; and 
it is probably with a view to indicate this more clearly that the note is 
appended, " These items are included in the corresponding items in 
the First Schedule." This note, however, is not strictly correct ; for 
the claims admitted but not paid will sometimes include claims ad- 
mitted in previous years not yet paid ; and these are of course not 
included in the claims of the First Schedule. 

113. The Scottish Widows includes in this item, — ^improperly, as I 
believe, — " Surrender Values of discontinued Policies not yet paid " 
and "Annuities past due." Both of these should come under Other 
Sums owing. The Law Life gives, in addition to Claims admitted 
but not paid, the item " Unissued Drafts for Claims and Surrenders," 
placing it under Other Sums owing. This includes, I understand, 
the claims actually payable, the checks for which have been signed 
by the Directors, but have not been issued. These clearly ought to 
come under Claims admitted but not paid. 

114. Other sums owing by the Company (accounts to be speci- 
fied). Most of the items given by the companies under this general 
heading may be arranged under 

m 

Proprietors' Dividends (or Bonuses) due and unpaid. 
Due to certain Mortgagors (or a similar heading). 
Premiums paid in advance. 
Interest paid before due. 
Sums borrowed by the company. 
The remainder I have grouped together under the general heading 
Sundry Accounts owing. 

116. The following, however, which appear on both sides of the 
account in the case of certain companies transacting both fire and life 
business, I have struck out from both sides. 

" Life Department due by Fire." Caledonian, 

" Temporary Loan firom Proprietors' Fund." Guardian, 

" Temporar}*" Loan from Fire Fund." Guardian, 



6i 

116. Proprietors' dividends (or Bonuses) due and unpaid. This 
item should (as mentioned in Art. 105) unquestionably include all 
dividends actually payable at the date to which the accounts are 
made up ; and it is quite incorrect to enter the amount of them as 
one of the Funds, as has been done by the Law^ Provident^ and 
University. 

117. It should also, I believe, include the dividend, or impaid 
balance of dividend, to the end of the year to which the accounts 
relate, even though it may not be payable for some months afterwards. 
This is in accordance with the usual custom of entering the claims 
admitted, but not due, as immediate liabilities, although they may not 
be payable (in some, instances) for three months. There should 
therefore in almost all instances be entered here the dividend for a 
year or halfyear, according as the dividend is payable yearly or half- 
yearly. The exceptions to this rule are the companies in which the 
dividend for the whole, or the greatest part of the year, is already 
paid before the date on which the account is closed, such as those 
which pay the dividend partly by way of anticipation (see Art 77, 
I (a)\ and the Brit, Equitable (see Art. 78) which closes its account 
on 31 Jan. but pays on i Jan. the dividend for the halfyear ending 
31 Dec. 

118. The note appended to the Second Schedule is even more 
inaccurate as regards this item than in the case of the Claims ; for in 
most companies there will be some shares on which the dividends 
have not been claimed for a series of years, and these, of course, are 
not included in the dividends of the year. If, however, they were 
placed under a separate heading, as " Unclaimed Dividends," the 
note would be strictly correct. 

119. Due to certain Mortgagors, Mortgage overpaid, Premiums 
and Interest prepaid by Mortgagors. Such are the items given 
in some accounts. In all such cases as these I have deducted 
the amount from the amount of the mortgages as given in the 
assets, so that the amount of the mortgages shows the net amount 
that is due from mortgagors. There can be no doubt that this is 
the correct course in the not uncommon case, where a mortgagor 
pays several years* premiums and interest in advance, being allowed 
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a discount on the prepayment, so as to be in fact charged interest 

only on the net amount after deduction of the prepayment. 

The following are the principal cases of this kind : — 

Eagle; "Premiums and Interest prepaid on sundry j[^ s, d. 
Mortgages by the Mortgagors . . 9,163 ii 7 

Legal &* General ; " Due to Mortgagors . . . 1,896 14 o 

The above mentionied course appears to be unobjectionable in 
these cases, 
-^r^j/ " Mortgage over-paid 147 o o" 

Royal Exchange; "Suspense Account, for Amount 
realized on a Security in excess of the 
Company's Mortgage . . . . 1,785 611" 

In these cases, particularly in the latter, it would have been more 
correct to retain the amount as a Sum Owing by the Company, 
instead of deducting it from the Mortgages. 
jE"^^/*?/ " Sundry Creditors, Mortgagors and others . 3,233 19 3" 

This entry is ambiguous, and it is impossible to say without further 
explanation what would be the proper way of dealing with it. As the 
Schedule says that the accounts are to be specified, the Board of 
Trade might properly have required further particulars to be furnished. 

120. Premiums paid in advance. An item of this nature appears 
in the accounts of the Eriend^ Provident^ Imperial^ Metropolitan, and 
Pearl, The sums so entered I have, where possible, deducted from 
the " Outstanding Premiums," considering that this latter should 
represent, like all other items of a similar kind, only the balance of 
the account. But in the case of the Friend^ Provident and Metro- 
politan, this was not practicable, as the amounts exceed those entered 
as Outstanding Premiums. This arises from the regulations of those 
companies as to payment of premiums : in the former, all premiums 
are due on i Jan., i April, i July, or i Oct. ; and in the latter the 
members' premiums are all due on 5 Jan., 5 April, 5 July, or 5 Oct. 

121. Interest paid before due. This I have, for similar reasons, 
deducted from the Outstanding Interest. See, for instance, the 
accounts of the Argus and the Imperial, In the case of the Exchange, 
however, which gives the entry " Rebate of Interest on Loans not yet 
due," without having any entry of ' Outstanding Interest on the 
other side, I have put the amount under Sundry Accounts Owing. 
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122. Sums borrowed by the CompaiLy; I have placed under this 
heading, not only the sums borrowed as a temporary accommodation 
from the compan/s bankers or other persons, but also the sums 
borrowed by the company on debentures, or taken on deposit The 
companies that appear in the 1872 bhie-book as indebted to their 
bankers are the Aberdeen (which appears also to be in debt to its 
treasurer, and to have borrowed money from other persons in 
addition), Argus, Law Life, Rock, Scot. Imperial. The Briton and 
Guardian appear to have obtained temporary loans on the security of 
Government Stock ; and the London Sf Southwark, NatiofuU of Ireland, 
New Albert, and Western Counties have also obtained loans of various 
amounts, but whether on security, or from their bankers or other 
persons, does not appear. The British Workmari s, London If Man- 
chester, and Manchester Provident, appear to have obtained temporary 
loans from their directors. The Alexandra gives the entry " Loans 
and Debentures"; and the following companies appear to take money 
on deposit : — Bristol Sf London, Brit. Imperial, Emperor, Exchange, 
Law Property, Nat. Guardian, Nat. Widow^, North British, Pearl, 
Protector, Prudential, Temperance Sf Gen., Whittington. The Imp. 
Union gives the item " Liabilities on Deeds and other Securities", 
and the Scot. Editable " Sum deposited with the Society at call" 

In all these cases there will of course be a certaiir amount of 
interest accrued due on the loans ; but this is only mentioned in the 
case of the Bristol and London, Pearl, Rock, and Whittington. 

123. SBndry Accomits owing. Under this heading I have placed 
all such items as 

Annuities due and unpaid. 

Surrender values „ „ 

Cash Bonuses „ „ 

Outstanding Reductions of Premium, 
„ Reassurance Premiums, 

and the various items which come under Expenses due and unpaid. 
Also the following, the nature of which should have been more frilly 
explained in the returns of the se\'eral companies : — 

" Current Accounts owing by Company. Uv. o^ London. 

" Sundr)' Creditors." London d^ Birmingham, Bristol cs^ London. 
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for the year out of the Assurance Fund and sets it apart, so that the 
liability is fully provided for, altho' not charged in the revenue account. 
This is a course that has been adopted by one purely Life Office, — 
the Westminster &> General — in its account for the year 187 1, and, 
as we shall see further on, it is the course that is virtually followed 
by most of the companies transacting fire insurance business. 

107. Sinking Fund. Some companies have entered among their 
liabilities a fund of this kind, which is intended to provide for the 
reduction in value and ultimate extinction of some portion of their 
property, as for instance, Terminable Annuities or Leasehold House 
Property. In all such cases I have struck out from the liabilities the 
amount of the Sinking Fund, and have deducted it from the value of 
the particular property in question. 

The items so deducted are the following : — 

Church of England. " Premises Redemption Fund." 

London &> Southward " Sinking Funds (House Property)." 

Prudential " Turkish Stock Guarantee Fund." 

University. " Sinking Fund for Redemption of Rent Charges." 

Westminster &* General. " Redemption Fund (28 King Street, 

Covent Garden)." 

108. Depretiation Fnnd. This fund in its nature is essentially 
different from the last. It is in the nature of a fund set apart to provide 
for an anticipated, but not certain loss, by th'e failure of a security or a 
class of securities. When a loss is anticipated on a particular mort- 
gage security, it is desirable, until the debt is actually written oflf as 
irrecoverable, to keep it on the books of the company as of its full 
nominal amount, inasmuch as that is the amount which the debtor 
owes to the company. It should therefore appear for its full amount 
among the " mortgages" on the asset side of the balance sheet It 
would, however, be incorrect to take credit for it as a good asset for 
its full nominal amount; and it is therefore necessary to make a 
reserve on the other side of the account equal to the anticipated 
amount of the loss. This is best done by entering the amount among 
the "Other Funds" of the company as a Depretiation Fund. Some 
persons may perhaps think that the amount would be more properly 
entered — not among the Funds, but below the line, among the Sums 
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Owing by the Company ; and it is so entered in the accounts of the 
Brit. Equitable and National Provident, 

109. Again, if a sum is set apart annually or periodically to meet 
losses that may perhaps ultimately arise in a particular class of invest- 
ments, as, for instance, " Loans on personal security," tho* there may 
be no reason to suspect any one of these loans in particular, this will 
rtiost properly be entered as a Depretiation Fund among the other 
Funds ; and in this case it would be absurd to argue that the amount 
should be placed among the Sums Owing by the Company. 

The funds which I have placed under this heading are described 
in the following manner by the different companies : — 

" Depreciation Fund." British Equitable. 

" Investment Reserve Fund.'' Commercial Union. 

" Reserved Profit on Sale of Stock." Legal &» General. 

" Investment Fluctuation Fund." Liverpool &> London. 

" Less reserved to meet Bad Debts." Midlatid Counties. This 

is given by the company as a deduction (in an inner column) 

..from, the .kihbunt of the Agents' Balances; but I have 

transferred the amount to the Liabilities, entering the 

Agents' IBalaiices in full. 

" Loans Guarantee Fund." National Guardian ; Whittington. 

" Standing , to , the Credit of Reserve Account." National 
' Provident. 

" Amount reserved on Loans in Suspense." Star, 

" Mortgages Reserve Fund." Union, 

" Guarantee Fund for personal security." West of England. 

"Reserve Fund (Loans on Personal Security)." Westminster 
<S^• General, 

110. The amounts of the various funds having been given, the total 
of them is to be carried out as Total Punds, as per First Schedule, 
this total being, as already stated, equal to the excess of the assets 
over the sums owing by the company. 

111. We come now to the Sums owing by the Company. The only 
one of these mentioned in the Act is Claims admitted but not paid. 
If the claims charged in the revenue account include those announced, 
or otherwise known to have occurred in the year, the " claims qp- 
nounced but not admitted" must be charged as a liability in the 
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balance sheet ; and as the title of this item will not admit of their 
being included in it, they must be put among the " other sums owing 
by the company." 

112. This item will include all the claims that have been charged in 
the revenue accounts of the year and have not been actually paid ; and 
it is probably with a view to indicate this more clearly that the note is 
appended, " These items are included in the corresponding items in 
the First Schedule." This note, however, is not strictly correct ; for 
the claims admitted but not paid will sometimes include claims ad- 
mitted in previous years not yet paid ; and these are of course not 
included in the claims of the First Schedule. 

113. The Scottish Widows includes in this item, — improperly, as I 
believe, — " Surrender Values of discontinued Policies not yet paid " 
and "Annuities past due." Both of these should come under Other 
Sums owing. The Law Life gives, in addition to Claims admitted 
but not paid, the item " Unissued Drafts for Claims and Surrenders," 
placing it under Other Sums owing. This includes, I understand, 
the claims actually payable, the checks for which have been signed 
by the Directors, but have not been issued. These clearly ought to 
come under Claims admitted but not paid. 

114. Other sums owing by the Company (accounts to be speci- 
fied). Most of the items given by the companies under this general 
heading may be arranged under 

Proprietors' Dividends (or Bonuses) due and unpaid. 
Due to certain Mortgagors (or a similar heading). 
Premiums paid in advance. 
Interest paid before due. 
Sums borrowed by the company. 
The remainder I have grouped together under the general heading 
Sundry Accounts owing. 

115. The following, however, which appear on both sides of the 
account in the case of certain companies transacting both fire and life 
business, I have struck out from both sides. 

" Life Department due by Fire." Caledonian, 

" Temporary Loan from Proprietors' Fund." Guardian, 

" Temporar}*" Loan from Fire Fund." Guardian. 
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116. Proprietors' dividends (or Bonuses) due and unpaid. This 
item should (as mentioned in Art. 105) unquestionably include all 
dividends actually payable at the date to which the accounts are 
made up ; and it is quite incorrect to enter the amount of them as 
one of the Funds, as has been done by the Law^ Provident^ and 
University. 

117. It should also, I believe, include the dividend, or unpaid 
balance of dividend, to the end of the year to which the accounts 
relate, even though it may not be payable for some months afterwards. 
This is in accordance with the usual custom of entering the claims 
admitted, but not due, as immediate liabilities, although they may not 
be payable (in some, instances) for three months. There should 
therefore in almost all instances be entered here the dividend for a 
year or halfyear, according as the dividend is payable yearly or half- 
yearly. The exceptions to this rule are the companies in which the 
dividend for the whole, or the greatest part of the year, is already 
paid before the date on which the account is closed, such as those 
which pay the dividend partly byway of anticipation (see Art. 77, 
I (a)\ and the Brit Equitable (see Art. 78) which closes its account 
on 31 Jan. but pays on i Jan. the dividend for the halfyear ending 
31 Dec. 

118. The note appended to the Second Schedule is even more 
inaccurate as regards this item than in the case of the Claims ; for in 
most companies there will be some shares on which the dividends 
have not been claimed for a series of years, and these, of course, are 
not included in the dividends of the year. If, however, they were 
placed imder a separate heading, as " Unclaimed Dividends," the 
note would be strictly correct. 

119. Due to certain Mortgagors, Mortgage overpaid, Premiums 
and Interest prepaid by Mortgagors. Such are the items given 
in some accounts. In all such cases as these I have deducted 
the amount from the amount of the mortgages as given in the 
assets, so that the amount of the mortgages shows the net amount 
that is due from mortgagors. There can be no doubt that this is 
the correct course in the not uncommon case, where a mortgagor 
pays several years' premiums and interest in advance, being allowed 
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balance sheet ; and as the title of this item will not admit of their 
being included in it, they must be put among the " other sums owing 
by the company." 

112. This item will include all the claims that have been charged in 
the revenue accounts of the year and have not been actually paid ; and 
it is probably with a view to indicate this more clearly that the note is 
appended, " These items are included in the corresponding items in 
the First Schedule." This note, however, is not strictly correct ; for 
the claims admitted but not paid will sometimes include claims ad- 
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mitted in previous years not yet paid ; and these are of course not 
included in the claims of the First Schedule. 

113. The Scottish Widows includes in this item, — improperly, as I 
believe, — " Surrender Values of discontinued Policies not yet paid " 
and " Annuities past due." Both of these should come under Other 
Sums owing. The Law Life gives, in addition to Claims admitted 
but not paid, the item " Unissued Drafts for Claims and Surrenders," 
placing it under Other Sums owing. This includes, I understand, 
the claims actually payable, the checks for which have been signed 
by the Directors, but have not been issued. These clearly ought to 
come under Claims admitted but not paid. 

114. Other sums owing by the Company (accoimts to be speci- 
fied). Most of the items given by the companies imder this general 
heading may be arranged under 

Proprietors' Dividends (or Bonuses) due and unpaid. 
Due to certain Mortgagors (or a similar heading). 
Premiums paid in advance. 
Interest paid before due. 
Sums borrowed by the company. 
The remainder I have grouped together imder the general heading 
Sundry Accounts owing. 

115. The following, however, which appear on both sides of the 
account in the case of certain companies transacting both fire and life 
business, I have struck out from both sides. 

" Life Department due by Fire." Caledonian, 
Temporary Loan from Proprietors' Fund." Guardian, 
Temporar}'' Loan from Fire Fund." Guardian. 
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116. Proprietors' dividends (or Bonuses) due and unpaid. This 
item should (as mentioned in Art. 105) unquestionably include all 
dividends actually payable at the date to which the accounts are 
made up ; and it is quite incorrect to enter the amount of them as 
one of the Funds, as has been done by the Law, Provident, and 
University, 

117. It should also, I believe, include the dividend, or impaid 
balance of dividend, to the end of the year to which the accounts 
relate, even though it may not be payable for some months afterwards. 
This is in accordance with the usual custom of entering the claims 
admitted, but not due, as immediate liabilities, although they may not 
be payable (in some, instances) for three months. There should 
therefore in almost all instances be entered here the dividend for a 
year or halfyear, according as the dividend is payable yearly or half- 
yearly. The exceptions to this rule are the companies in which the 
dividend for the whole, or the greatest part of the year, is already 
paid before the date on which the account is closed, such as those 
which pay the dividend partly by way of anticipation (see Art. 77, 
I {a)), and the Brit, Equitable (see Art. 78) which closes its account 
on 31 Jan. but pays on i Jan. the dividend for the halfyear ending 
31 Dec. 

118. The note appended to the Second Schedule is even more 
inaccurate as regards this item than in the case of the Claims ; for in 
most companies there will be some shares on which the dividends 
have not been claimed for a series of years, and these, of course, are 
not included in the dividends of the year. If, however, they were 
placed under a separate heading, as " Unclaimed Dividends," the 
note would be striqtly correct. 

119. Due to certain Mortgagors, Mortgage overpaid, Premiums 
and Interest prepaid by Mortgagors. Such are the items given 
in some accounts. In all such cases as these I have deducted 
the amount from the amount of the mortgages as given in the 
assets, so that the amount of the mortgages shows the net amount 
that is due from mortgagors. There can be no doubt that this is 
the correct course in the not uncommon case, where a mortgagor 
pays several years' premiums and interest in advance, being allowed 
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" County and Borough Rent Charges." Crown, Mutual, 

" Borough and Parochial Rates." Eagle. 

" Mortgages on County and Corporation Rates." Economic. 

" Mortgages on District Rates." Economic. 

" Loans on Assignment of County Rates." Edinburgh. 

" Mortgages of County and District Rates." Friends^ Provt. 

" Charges on Local and Public Rates." Guardian. 

" Loans secured on Rates, Tolls, &c." Imperial. 

"Loans on Assignments to Public Rates." Life Assn. of 
Scotland. 

" Loans to Local Boards and Counties in United Kingdom." 
Liverpool and London. 

Mortgages of Rates raised under Acts of Parliament" Z^«- 
don Life. 

Secured on Poor and County Rates." Metropolitan. 

" Secured on County Rates." National. 

" Loans on Parochial and other Public Rates." Northern. 

" Middlesex Bonds." Pelican. 

"Mortgages on Parochial and Borough Rates and Public 
Works sanctioned by Act of Parliament" Provident 
Clerks. 

" Loans on Public Rates." Provincial. 

" Corporation, Dock, and Local Boards." Queen. 

" Loans to various Towns and Townships in Great Britain, on 
security of the Rates." Royal. 

" Loans on Rates under Acts of Parliament." Royal Exchange. 

" Glasgow Corporation Water Annuities." Scot. Amicable. 

. "Mortgage Bonds of Liverpool and other Corporations." Scot. 
Provident. 

" Loans on Parish, Borough, and other Statutory Rates." Scot. 
Widows^. 

"Invested on Local Rates." Sovereign (Gefieral Annuity 
account). 

" Local Boards secured on Rates." Star. 

" Corporation of London, under * Bridges Act' " Star. 

" Loans on County and District Rates." Sun. 

" Advances to Local Boards and Corporations." Temperance 
and GefieraL 

" Loans on Rates." Union. 
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** Mortgages on Town and District Rates." Universal, 

** Loans imder Tithe Commutation Act" University. 

** Loans to Poor Law Unions, Lands Improvement Companies, 
and on County Rates, repayable by instalments." West 
of England, 

" Parochial Rates." Westminster and General. 

"Advances on Annuity to Corporations, Local Boards of 
Health, and other Public Bodies." Yorkshire. 



137. In the London Life account, the items " Mortgages of Rates 
raised under Acts of Parliament " and " Mortgage of a Life Interest 
and a Policy of Assurance" are placed next to Mortgages on Property, 
and therefore, according to the true construction of the Schedule, 
must be considered as forming part of that general item, altho' it was 
thought desirable to specify them separately. This quite agrees with 
the views stated above. Similar remarks apply to the Provident 
Clerks* account, and wolild also apply to the Northern^ but that the 
Loans on Rates and Loans on Life Interests are improperly placed 
after Mortgages on Property out of the U. K. instead of before that 
item. In the Scot, Equitable account the "Loans on Reversionary 
and Life Interiests," and in the Scot, National the " Loans on Govern- 
ment and Trust Funds," are misplaced, being put after the Loans 
on Policies. 

138. I have included in the same item, for similar reasons, but with 
still greater doubt as to the propriety of doing so, " City of London Cor- 
poration Bonds " (held by the Alliaiue^ Clergy Mutual^ Crown, Equi- 
table, General, London Annuity, Metropolitan, Mutual, Nat, Provident, 
Planet, Pock)] "Metropolitan Board of Works' Bonds" (held by the 
British Empire and Mutual)-, and "Metropolitan Consolidated Stock" 
(held by the Church of England, and improperly placed in its account 
next after British Government Securities, instead of among Other 
Investments). The security for the payment of the principal and 
interest of these bonds and stock consists virtually, if not in form, of 
the rates which the City of London Corporation and the Metropolitan 
Board of Works are empowered to levy ; and it seemed therefore right 
to class these bonds with Mortgages of Rates. 
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139. On the whole, it would seem desirable that in any future 
amendment of the Act, a separate item should be given for loans on 
rates, under some such heading as " Mortgages of Rates and 
Advances on Annuity to Corporations, Local Boards of Health, and 
other Public Bodies." 

140. Mortgages of rates differ in several important respects from 
ordinary mortgages on property. Thej are almost always for a term 
of years certain, the principal being either repayable by equal annual 
instalments, or principal and interest being paid by a uniform annuity 
for a term of years. The balance of the loan, therefore, can under no 
circumstances be called in. They differ further from ordinary mort- 
gages in that there is no power of sale that can be exercised in 
case of default, and the remedies of the lender in the event of the 
interest or instalments not being punctually paid would be widely 
different. 

141. The ordinary mortgages of life insurance companies are mostly 
granted for a term of six months only, and are then liable to be 
called in ; and it may be thought at first sight that this is a criterion 
that distinguishes between a mortgage of propery and a mortgage of 
rates. But such a criterion would exclude from the former class 
drainage rent charges, which beyond all doubt are mortgages of 
property, tho' not mortgages of the ordinary kind. It would also ex-^ 
elude those ordinary mortgages in which the Company has cove- 
nanted with the borrower that the loan shall not be called in during a 
certain term of years (or during the existence of a certain life), 
provided that the agreed interest and the premiums and the instal- 
ments (if any) are punctually paid ; but it would be obviously un- 
reasonable that the existence of such a covenant should be made a 
ground for excluding a security firom the class of mortgages to which 
it would otherwise undoubtedly belong. Lastly, when a College or 
similar body borrows money on one of its estates, under the authority 
of an -Act of Parliament, the terms of the loan are arranged very 
much in the same way as those of mortgages of rates. There is no 
power of sale and no power given to the lender of calling in the 
balance of his loan ; and the only real distinction appears to be that 
in the one case the income of certain definite, property is charged with 
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payment of the interest and instalments, while in the other case there 
is no such definite property charged. This, I believe, will be found 
to be the real criterion ; and, bearing this in mind, it is seen that 
mortgages of rates are rather analagous to Railway Debentiires than 
to mortgages of property. For in the case of Debentures there is no 
definite property mortgaged as security for each Debenture, but the 
whole of the Debentures have equal rights against the whole of the 
property mortgaged ; and just in the same way the whole of the loans 
raised on the security of particular rates have equal rights against the 
produce of the rates that may be levied. It is thus clear that, 
altho' the wording of the Schedule will not allow Mortgages of Rates 
to be classed together with Debentures, yet they ought to occupy a 
position close to them. 

142. For this reason, it will be convenient to consider next the item 
Kailway and other Debentures. The essential idea of debentures 
appears to be that they are a particular kind of mortgage of property ; 
the whole of the debentures issued having equal rights- against the 
property in question, and the debenture-holders, according to recent 
decisions, having a right to go into possession of the rents, tolls, or 
other income of the property, but having no power of sale. A so- 
called " mortgage of rates" seems to confer on its holder even less 
powers than those belonging to a debenture-holder ; inasmuch as it 
fe not even charged on actual property, but only on the rates to be 
levied firom time to time on certain landed or house property. 

143. Debentures should not have been placed in the Schedule under 
the heading " Investments," which includes Government and other 
Stocks of fluctuating value. The fact that the debentures are always 
redeemable at par at stated times, keeps their prices very steady, and 
affords such a broad distinction from other Stocks (including Deben- 
ture Stocks) that they certainly ought not to be placed together. To 
sum up, the item in the Schedule, " Railway and other Debentures 
and Debenture Stocks" should have been divided; the Debenture 
Stocks being retained with all other Stocks among the " Investments," 
and the Debentures being placed after the " mortgages," if not with 
them. 

144. All such items as the following should clearly be included in 
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the item "Railway and other Debentures," and I have so treated 

them — 

" Southwark and Vauxhall Waterworks Bonds." Alliance, 

" Mersey Dock and Harbour Bonds." Alliance^ Provincial, 

" Lea Conservancy Debentures." Brit, Empire, 

" Gas Light Company's Mortgage Bonds." Clergy Mutual, 

" Mortgages of Waterworks, Canals, and Docks." Friends^ 
Provident, 

" Lower Assam Tea Company's Debentures." Norwich Prov, 

146. The London Annuity gives the item " Loans on Railway Deben- 
tures in England", meaning apparently loans to railway companies 
on their debentures. If this is so, the wording of the Schedule 
should not have been altered by the addition of the words " Loans 
on." 

The Queen gives the item " Corporation, Dock, and Local Board 
Bonds" ; but according to the Schedule, the Dock Bonds should have 
been separated from the others and given under "Debentures." 
The London Life has altered the wording tp " Debentures of Cor- 
porate Bodies." The Scot, Imperial gives simply " Debentures," and 
the Commercial Union (in its Life balance sheet) "Parliamentary 
Debenture Bonds." 

146. Mortgages on Property out of fheTTnited Kingdom. Probably 
the only kind of property out of the United Kingdom contemplated 
by the framers of the Schedule was landed and house property ; and 
when we come to property of the other kinds mentioned above, such 
as life interests and reversions, it sometimes becomes extremely diffi- 
cult to say whether the property should be considered as " within the 
United Kingdom" or "out of the United Kingdom." Take the 
simple case of shares or debentures of the Guaranteed Indian Rail- 
ways. The railway is certainly out of the United Kingdom, but the 
railway companies are English, and their shares or debentures may 
probably be considered as property within the United Kingdom, so 
that life interests in such shares and stock, and reversions to them, 
must be considered as also property within the United Kingdonu We 
may have the case, however, of a life annuity or a reversion created 
by an English will, with English trustees, and chaiged on property 
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beyond all doubt out of the United Kingdom ; and I am unable to 
decide whether such property should be considered as within the 
United Kingdom or out of it, but am inclined to think that it should 
be the former. 

147. In the same way as I have included " City of London Bonds" 
among " Mortgages on property within the United Kingdom," I have 
included the "New York and Toronto City Bonds," given in the 
Ec^le account, under the above heading ; and it is of course clear 
that the item given by the General^ " Loans on Deposit of Colonial 
and Government Securities," also comes under it 

148. Loans on fhe Company's Policies. This item is clearly 
intended to mean the ordinary loans on deposit of policies within 
their surrender value, so commonly made by life insurance companies. 
It was thertfore imnecessary to specify in the return that the 
loans are within the value of the policies, as has been done by 
the Alliance, Clerical, and 23 other companies whose names it is 
unnecessary to give. It would, perhaps, be more correct to say that 
these loans are now universally made by companies ; for out of the 
no companies included in my Summary, 23 only have no loans of 
this kind, dnd these are almost all very young companies in which 
probably no policies have been sufficiently long in force to acquire a 
value that would admit of a loan being granted on them. 

149. Several companies have given as a separate item the one-half 
or one-third credit premiums due on policies; but I have always 
transferred the amoimt to the present heading. The only real 
difference between the two classes of loans is that in the case of an 
advance on a policy, the policy is deposited with the office ; whereas 
when the loan consists of one-half or one-third credit premiums, the 
policy remains in the possession of the assured, simply bearing an 
endorsement of the amount on credit If the company thinks it 
desirable to make a distinction between the two classes, it should, at 
all events, be done only in an inner column, the sum of the two being 
carried into the outer column. The companies which have dis- 
tinguished the premiums on credit are the following : — 

Clergy Mutual, " Loans of One-fifth 

Premiums 11,986 7 3" 
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Clerical^ " Loans of Half Premiums on 

Credit 22,269 o 3" 

These place the item next after the Loans on the Company's 

Policies. 

-^r^gTAf, " Premiums on Credit . . ;^i 2,235 2 3" 

Generaly " Premiums on Credit Policies 2,097 11 4" 

Western Counties^ " Premiums on Loan 405 12 2 *' 
These place it among the Other Assets. 

jff;7*A?;/, " Half Premiums on Loan . 26,931 18 6" 
This places it among the Other Investments. 

Lastly, the following place it in a position quite unauthorized by 
the Schedule and such that it is impossible to say whether the 
premiums in question are considered as belonging to the Investments 
or the Assets. The Provincial clearly considers them as belonging 
to Outstanding Premiums, and this may possibly be the view taken 
by some two or three more of the companies. 

Great Britain^ <* Half Premiums on Loan 2,780 8 5 " 

Gresham, " Credit Premiums . . 47,946 i 6" 

Law Uniony^^Do 1,840 6 7" , 

North British, " Half Credit Premiums 

secured upon Policies . . . Si, 435 ^5 ^o" 

Provincial, " Outstanding Half-Credit 

Premiums 2,069 00" 

Scot. Provincial, "Half- Credit Pre- 
miums due on Life Policies . . 7,241 6 5" 

150. There are, I believe, several other companies which grant 
Half-Credit, &c.. Policies, and these, it should seem, have included 
the credit premiums with the other loans on policies. The Whittington 
by giving the item "Loans & Credits on the Company's Policies" 
shows that it has done so. In some other cases, probably, these 
credit premiums have not been brought into the accoimt at all. 

161. In one or two instances (if not more) I have reason to believe 
that " Loans on the Company's Policies" within their surrender value 
are included with " Loans on Personal Security," under some such title 
as " Loans on Policies and Bonds." This is, of course, incorrect ; 
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but I have had no alternative but to retain the amount under " Loans 
on Personal Security." On the other hand, the Scot Imperial has 
given in the place of the item we are considering *' Loans on the 
Company's Policies (with personal security)"; and the Brit, Imperial 
similarly gives " Loans on the Corporation's Policies and Bonds " ; 
these being no doubt ordinary Loans on Personal Security. 

152. The Midland Counties gives the item " Loans on this and other 
Companies' Policies"; but the loans on other companies' policies 
should have been excluded from this item, and pilaced with the 
Mortgages on Property within the U. K. The Emperor says simply 
" Loans on Policies." 

The Scot, Provincial, in its account for 1870, has placed the loans 
on policies among the Other Investments instead of in the position 
prescribed by the Schedule; but in the account for 187 1, the item 
appears in its right place. 

153. Xnvestments. This is given as a general heading, with sub- 
headings specifying six different classes of investments, and a seventh 
sub-heading, " Other Investments (to be specified)". It appears to 
be a fair deduction from a consideration of the six classes of invest- 
ments specified, that the present heading is to include purchases only, 
and not loans of any kind. The investments in which the funds of 
Life Insurance Companies may be employed are of so extremely 
varied a character that a classification of them imder a few heads is a 
very difficult task. The classification suggested by the schedtile of the 
Act is, on the whole, a very good one ; but it leaves much room for 
difference of opinion as to what heading certain securities should be 
placed under. It would be very desirable that all the companies 
should fill up the returns in the same manner; but the regulations 
and provisions to secure this would probably be of too minute a 
character to be laid down in an Act of Parliament, and might 
possibly require to be modified from time to time. It would appear 
therefore desirable that the Board of Trade should be authorized to 
make regulations for the purpose. 

154. Britisli Oovemment Securities. Some companies have stated 
in their returns the particular securities held by them and the amount of 
each ; whereas others have only given the total amount at which such 
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securities stand in their books, without furnishing any information as 
to the amoimt of the stock or the price at which it is valued. It is 
desirable that in all cases the amount of each particular stock held 
and its value, should be stated, so that the price at which it is valued 
can be determmed. 

The Patriotic returns state only " British Securities," omitting the 
important word Government, Whether this omission was intentional, 
I am not aware. Be this as it may, it is obvious what a door for 
misrepresentation may be opened by the omission of a single word in 
the forms prescribed by the Act. 

166. I have included under this item, in addition to the ordinary 
Three per-Cent Stocks, the following, which come properly under it : — 

" Anglo-Greek 5 per Cent. Bonds (guaranteed)," held by the 
Alliance and placed imder Other Investments in the 
account. 

" Turkish Bonds, 4 per Cent, Guaranteed," held by the London 
Assurance and placed by them under Foreign Government 
Securities. 

"Canada Debentures guaranteed by Great Britain," and 
"Government Irish 3 per Cents," held by the Royal 
Exchange. These (with the Bank Stock) are placed 
between the British and the Foreign Government Securi- 
ties and must therefore be considered as belonging to the 
former, though it was thought well to specify them sepa- 
rately. 

166. "Government Life Annuities" appear to be put under this 
heading by the Scot, Widows, but should come imder " Life Interests 
and Annuities." 

167. Several companies, as the London Annuity, Royal Exchange, 
Norwich Union, have included Bank of England Stock with " British 
Government Securities." This practice, altho' not strictly correct, I 
have followed in all cases where the amoimt of Bank Stock was 
separately stated, not only for the sake of imiformity, but also 
because the same is naturally classed with British Government Securi- 
ties, as being a security in which all trustees are allowed by the rules 
of the Court of Chancery to invest trust funds. For the same reason 
I have included under this heading the Bank of Ireland Stock held 
by the National of Ireland, which, being placed foremost among the 



79 

investments, is apparently considered by the company as a British 
Government Security. 

158. Indian and Colonial Oovemment Secnrities. In this case also 
it is desirable that the names and amounts of the particular securities 
held should be stated. Much difference of opinion appears to exist 
as to whether the Stock and Debentures of the Indian Railways, which 
are guaranteed by the Indian Government, should be included imder 
this heading or under the headings of "Railway and other Shares" and 
" Railway and other Debentures " respectively. Inasmuch, however, 
as they are clearly Indian Government Securities, it appears on the 
whole that they are more properly put under this heading ; and I have 
so placed them in all cases where I have had the opportunity of dis- 
criminating. I have also included under this heading the India 4 per- 
Cents and India 5 per-Cents, held by the Provident; which, altho' 
transferable at the Bank of England, are, I am informed, purely Indian 
Government Securities. The Scot Commercial in its Parliamentary 
return gives among its assets "Railway Securities with British Govern- 
ment Guarantee." But it appears from its accoimt issued to the 
public that these are Indian Railways, guaranteed therefore only by 
the Indian Government, and I have therefore of course included the 
amoimt imder the above heading. The Standard similarly gives 
" Indian Railway Stock guaranteed by Government," 

159. Foreign Oovemment Securities. In this case it is still more 
important than in either of the preceding, that the securities held and 
the amount of each should be specified. This is a point that should 
certainly not be lost sight of in any future amendment of the Act. 
According to my Summary, twenty-five companies appear to have 
investments in "Foreign Government Securities"; but of these, eight 
only specify in their returns the nature of the particular securities. 
They are as follows : — 
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Equity and Law 

Legal and General . 

London and Southwark 

Norwich Union 

Provident 



" United States Bonds, &c." 
Russian Bonds. 
Russian Railway Bonds. 
United States Bonds. 
Illinois State Bonds. 
Ecuatorian Bonds. 
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General^ Imperial, Legal 8f Gen., Mid, Counties, National of Ireland, 
North British, Northern, Rock, Scot. National, Scot, Provincial, 
Sovereign, Star, Sun, Union, It is much to be desired that in all 
cases of this kind the number of the shares, their par value, and their 
cost, should be stated. At the same time it is clear that this is not 
required by the forms of the schedules, which do not require either 
the Railway or the Other Shares to be specified. This is a point 
which should not be lost sight of in any future amendment of the Act. 

163. The only instances in which Foreign Railway Shares are 
specified as forming part of the assets, are Bahia Railway Shares 
held by the Norwich Provident, and Russian Railway Shares by the 
Law Property. 

164. The Life Assn, of Scot, gives the item " Railway Preference 
or Guaranteed Stocks and Rentcharges'' ; but it seems very doubtful 
whether the Railway Rentcharges come properly imder this heading. 

165. House Property. This item was specified in the Schedule, I 
presume, because it was supposed that most companies would have 
purchased a freehold or long leasehold house for the purpose of the 
company's business ; and there is no doubt that, as a rule, this is an 
excellent investment of a portion of the company's money, whether 
the whole of the premises purchased is occupied by the company, or 
a portion only is occupied and the remainder let off. In these cases 
there is a difference of practice ; some companies charging them- 
selves with no rent, so that the house is considered as an unpro- 
ductive asset ; while others charge themselves with what they consider 
a fair rent, entering it on one side of the account as an expense, and 
on the other side as an item of interest on investments, or perhaps 
partly as a sinking fund (or otherwise) in replacement of principal. 
It would be an imdue interference with the internal affairs of the 
companies to insist on uniformity of practice in this respect ; but 
they could not complain of being required to state in their accounts 
how they have dealt with the point. Perhaps the most satisfactory 
means of obtaining this information would be to require the com- 
panies to give a statement of the income arising from each of the 
investments in the balance sheet ; and the total could then be usefully 
compared with the actual interest received, as given in the revenue 
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account At present, the Act requires in the 6th Schedule a " State- 
ment of the average rate of interest at which the Life Assurance Fund ' 
of the company was invested at the close of each year during the 
period since the last investigation" ; but this average rate of interest 
appears to be calculated on different principles by different' com- 
panies, and the information now suggested would be more definite 
and enable persons interested in the company to calculate the 
average rate of interest for themselves. 

166. The Lancashire has given the heading " House Property and 
Land," but should have stated the separate amount of each of these 
classes of investments. 

167. This item should certainly include both leasehold and fireehold 
house property : the Alliance has therefore done wrong in giving 
(among the Other Investments) the separate item " Leasehold 
Property held by the Company." 

168. I have not thought it necessary to retain a distinct heading for 
" House Property" in my Summary, but have given the more general 
heading << Landed and House Property, &c.," including in the total 
not only such assets as Groimci Rents, which are naturally classed with 
Landed Property, but also the Office Fiuniture, Fixtures, and Fittings, 
which many companies have included with their " House Property." 

169. Other Xnvestments (to be specified). It will be convenient to 
treat this item in connection with the last in the Schedule, " Other 
Assets (to be specified)." It is not easy to give an exact definition 
as to what items should come under the one heading, and what imder 
the other. It may be noticed, however, that all the Investments 
specified in the Schedule, are (with the doubtful exception of 
Debentures) purchases — Government Securities, Stocks, Shares, and 
House Property — and it appears, as mentioned in Art. 152, a fair 
inference that we may interpret Investments as including only pur- 
chases and not loans. 

170. Several companies, if we may judge by their accounts, appear 
to have been extremely puzzled as to the point ; some of them placing 
among "Other Investments" sums which appear more properly to 
belong to " Other Assets", while others have done the exact contrary. 
The following are the principal cases to which this remark applies : — 
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(i.) Sums placed by the companies under " Other Investments " 
which should be under " Other Assets." 

Aberdeen, " Office Furniture." " Rules, and Pass Books." 

Briton, "Value of Policies held in other Companies." 
/'Claims due from other Companies." 

Lond. and Birmingham. " Sundry Debtors." 

London Life, " Stamps in hand." 

Norwich Union. "Harveys and Hudsons, late Treasurers, 
which will be paid in full" " Policy Stamps." 

Star. " Sundries (Act of Incorporation)." 

(2.) Sums placed by the companies imder " Other Assets " which 

should be under ** Other Investments." 

Eagle. " Dock Stock." 

Law Property. " Reversions purchased." " Lease of House." 
(This should certainly come under " House Property.") 

Pelican. " Reversions." 

(3.) The following, which are also put under Other Assets in the 

returns, should come under one or other of the headings, Mortgages 

on Property, Loans on the Company's Policies, Loans on Personal 

Security. 

Argus. " Loan on a Policy in another Office." " Premiums 
on Credit." 

Brit. Equitable. " Loans to Clerks." 

General. " Premiums on Credit Policies." 

Imperial. " Loan to Imperial Fire Insurance Company." 

Law Property. " Loans on the Society's Shares." 

Law Union. " Credit Premiums due on Life Policies." 

Uv. and London. " Loans on Life Interests, Annuities, and 
Reversions" ; " Loans on Railway and other Debenture 
Bonds, Shares, and other Stocks"; "Loans to Local 
Boards and Counties in the United Kingdom." 

Patriotic. " Mortgage Debtors " ; and " Loan Debtors." 

Pelican. " Middlesex Bonds." 

Western Counties. " Premiums on Loan." 

171. As mentioned under the heading " Mortgages &c.," many com- 
panies have placed under Other Investments, loans of various kinds, 
which properly belong to that heading. Certain secmities which 
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come properly under Other Investments, such as City of London 
Bonds, and Metropolitan Board of Works Bonds, I have included 
with Mortgages for reasons stated under that heading. 

172. The following companies have departed from the form of the 
Schedule by placing certain items belonging to one or other of the 
above headings in such a position in the balance sheet — namely, 
between "Loans on Personal Security" and "Cash" — that it is 
impossible to say which of the two headings, "Other Investments" or 
" Other Assets," they are intended or supposed to belong to. This 
may appear to some persons a matter of small consequence, but it 
involves the whole principle of imiformity in the accounts rendered ; 
and if companies are to be allowed to transpose the various items in 
the schedules, and place them in any order they may think an 
improvement, they will soon imagine that it is open to them to 
improve the forms of the Act in other more important respects. It is 
therefore a matter for regret that the Board of Trade should have 
accepted the accoimts in which this irregularity is committed. 

Briton, "Interim Half-year's Dividends to 30th Jxme"; 
" Sundry small Assets." 

Church of England. " Loans on Borough and Coimty Rates"; 
"Loans on Life and Reversionary Interests"; "Loans 
on Stocks and Shares." 

Edinburgh, " Policy Stamps on hand." 
Emperor. " Investments in Houses and Land." 

Great Britain, "Office Furniture and Fixtures in London 
and at Branches"; "Value of Reassurances"; "Half 
Premiums on Loan." 

Gresham, " Credit Premiums" ; "Advances on Reversionary 
Interests and on Deposit of Securities"; "Furniture and 
Fittings." 

Guardian, ' " Temporary Loan to Life Fund " ; " Due from 
Fire Fund." 

Imperial Union, "Sundry Debtors' Suspense Account"; 
" Fixtures and Furniture." 

Law Union, "Credit Premiums due upon life Policies"; 
" Balances due from other Fire Offices." 

JJfe Assoc, of Scotland. "Special Loan to Directors of a 
Railway Company " ; " Loans on Assignments to Public 
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Rates"; "Loans on Preference or Guaranteed Railway 
Stocks, Bank Stock, and the Association's Stock"; 
" Office Furniture and Stamps." 

London &* Birmingham, " Loan upon Reversionary Interest " ; 
" Investment in Life Policy" ; "Sundry Debtors." 

London Life. " Stamps in hand." 

Masonic. " Policy and Postage Stamps in Office." 

Midland Counties, " Policy Stamps." 

National, " Other Balances." 

North British, "Reassurance Claims"; "Half-Credit Pre- 
miums secured upon Policies"; " Short Loans in London"; 
"Stamps"; "Purchase Account, United Kingdom Com- 
pany"; " Bills Receivable." 

Northern, " Bills receivable, being Remittances not arrived 
at maturity." 

Pearl, " Lease of Office, Fixtures, Furniture, &c." ; " Arrears 
of Premiums." 

Provincial, "Stamps on Hand"; "Outstanding Half-Credit 
Premiums." 

Prudential, " Mortgage on Reversions " ; " Expense of Pur- 
chase of Business of other Companies " ; " Deposits at 
Three Months' Notice." 

Rock, " Outstanding Fines from Shareholders." 

Royal, "Loans to various Towns and Townships in Great 
Britain, on Security of the Rates " ; " Loans on British 
Railway Securities, with Margins " ; " Loans on London 
Corporation Bonds, and other British Securities, with 
Margins." 

Scot, Amicable. " Policy Stamps." 

Scot, Commercial, (Fire Balance Sheet). "Preliminary Expenses"; 
" Office Furniture." 

Scot. Provident, " Office Furniture, &c., at Head Office and 
Branches." 

Scot, ProvincicU, " Half Credit Premiums due on Life Policies"; 
"Reversionary Investments"; "Company's own Shares 
at par " ; " House Property." 

Scot, Union, " Reversions, Loans on Assignments to Trust 
Funds, and on various Securities " ; "Office Furniture and 
Stamps on hand." 

United Kingdom, " Leasehold House Property." 

Whittington, " Stamps in hand." . 
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173. Various other transpositions of more or less consequence, but 

too numerous to specify, occiu* in the accounts of some companies ; 
(thus, in the National^ the Loans on Personal Security are taken out of 
their proper place, and the " Loans on Life Interests and Reversions" 
are put in a wholly unauthorized position.) It appears, in fact, as if 
neither, the companies in question nor the Board of Trade attach the 
least importance to following the arrangement of the Schedule as 
regards the assets, whereas for the purpose of a proper classification 
of these, the order in which they are arranged is of very great 
importance. 

174. Most of the amounts entered by the companies as "Other 
Investments" and " Other Assets," which do not properly belong to 
mortgages or some other of the foregoing headings, may be arranged 
under one of the following ; — 

/ Landed Property (including Groimd Rents), 
g V Furniture, Fixtures, and Fittings. 
S < Reversions. 
► / Life Interests. 
V Company's own Shares purchased. 
Value of Reassurance Policies. 
Bills Receivable. 
Stamps in hand. 
S \ Stationery, &c. in hand. 
^ f Reassurance Claims due from other Companies. 

Preliminary Expenses or other Deficiency. 
Of these, the first five may be properly considered Investments, 
and the last five. Assets. It would be difficult to say which class the 
Value of Reassurances ought to come under ; but we are saved the 
trouble of deciding, as the item certainly ought not to appear in the 
balance sheet at all. 

Some, however, I have been obliged to keep under the general 
heading " Other Assets " and the following I have altogether struck 
out of the account. 
" Due from Shareholders." Brit, Equitable, 
" Unpaid Calls on Shares." Scot, Imperial, • 

These were deducted from the Capital Paid up. 
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" Interim half-year's Dividend." Briton. 

This has been deducted from the Amount of the Funds. 

" Fire Department due to Life." Caledonian, 
" Temporary Loan to Life Fund." Guardian, 
" Due from Fire Fund." Ditto, 

These, as stated in Art. 115, have been struck out from 
both sides of the account. 

" Advances to meet payments to Annuitants, to be repaid out of 
Dividends, &c. for the half-year ending this 31st Dec, 1870." 
IJv, 8f London, This has been deducted from the Dividends to Pro- 
prietors due and unpaid. 

The West of England gives the curious item, " Diiference in the 
Cost of Stock, £,*12\, 7 J. 6^." This amoimt I have added to the 
value of the British Government Securities. 

175. Landed Property (including Ground Rents). All sums of 
this kind I have, as already stated, included in my Summary under 
the general heading " Landed and House Property, &c." Under this 
heading come also the investments specified in the accounts of some 
Scotch companies. Feu Duties, which are perpetual ground rents 
without any reversion to the rack rents, and Ground Annuals, which 
correspond to Improved Ground Rents in England. The companies 
which specify Landed Property among their assets, are the Brit. 
Empire, Caledonian, Law, Legal <5n Gen,, Liv, 6^ London, Standard; 
and the following mention Ground Rents : — Alliance, Brit, Empire, 
Caledonian, City of Glasgow, Eagle, Scot, Amicable, Scot, Equitable, 
Scot, Union, It is perhaps a matter of surprise that the latter class of 
investments are not more patronized by life insiurance companies. 
I have also placed under this head the " Fee farm and tithe rents " 
belonging to the Norwich Union, 

176. FxLmitnre, Fixtures, and Fittings. All items of this kind 
I have also included, as already stated, under the general heading 
" Landed and House Property, &c." 

The following companies give the amounts of the Furniture, 
Fixtures, and Fittings, in a distinct item. 
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15 I 6 

308 16 3 

103 13 8 

2,501 13 II 



1,322 12 i^ 



Aberdeen 

Argus 

Bristol and London 

British Imperial 

British Workfnan's, " Value of Office Fur- 
niture, Fixtiwes, &c." .... 

Looking at the extent of the business done by this company, it is allowable to 
conjecture that the "&c."'may represent the principal part of the item. This is 
a point as to which the Board of Trade might very properly make some enquiry. 

Caledonian . ' 887 7 2 

City of Glasgow 824 9 11 

Eagle • . 1,340 3 o 

Free Methodist 9 17 11 

Great Britain i>o5o o o 

Gresham 4,040 8 5 

Imperial Union 180 14 o 

Law Property .^ 472 14 5 

Life Asso. of Scotland. "Office Furniture 

and Stamps." 976 17 11 

Liverpool and Lofidon. " Office Furniture, 
Fire Engines, &c." .... 

London Annuity 

London and Birmingliam. " Furniture and 
Effects." .••... 

London atid LamasJure .... 

London and Manchester, "Stationery, Ac- 
count Books, Printing, Furniture, and 
Fixtures." . 

Manchester Provident . 

Midland Counties 

National Provident 

National Widaw^ 

New Albert 

Norwich Provident 

Planet 

Queen 

Sceptre 

Scottish Commercial . 



2,928 


7 


4 


35 








300 








315 








5S4 


16 


10 


130 


17 


7 


422 


16 


5 


2,910 


16 


4 


208 


16 





62 


I 


6 


120 








276 


8 


10 


2,828 


8 


10 


222 


4 


9 


793 


5 


I 



1,657 


4 


I 


1,124 


10 


3 


i,S9i 


7 


9 


500 








1,100 


12 


4 
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Scottish Provident 
Scottish Union . 
Scottish Widows^ 
Sovereign . 

Temperance and Gefieral 
The Masonic and Pearl include the amount in one total with the 
House Property. 

177. Reversions. The purchase of reversions appears at first sight to 
be so distinct from all the other transactions of a life insurance company, 
that it might have been supposed that in all cases the amount invested 
in the purchase of reversions would have been distinctly stated. This, 
however, is not the case. In some instances I have reason to believe 
(but not in consequence of anything that appears in the accoimts) 
that sums so invested have been incorrectly, perhaps thro' inad- 
vertence, included among the " Mortgages on property within the 
United Kingdom." This has a tendency to disturb the comparisons 
that might have been made as to the average rate of interest received. 
These comparisons are also liable to be disturbed in consequence 
of the different methods pursued by companies of treating the 
accounts of their reversions purchased. ^ 

178. When a reversion is purchased by a company, there are 
three distinct ways in which the purchase may be treated. The 
company may, firstly^ follow the obvious course of treating the 
reversion as an investment producing no immediate income, re- 
valuing it from time to time at the periodical investigations for 
division of profits, and then taking credit in the revenue account 
for its increase in value. . When the reversion falls in, credit will 
be similarly taken for the difference between the sum receivable 
and the amount at which the reversion stands in the icompan/s 
ledger. Secondly^ the company may assume the purchase to produce 
income at a rate of, say, 4 or 5 per-cent; this income, which it 
is assumed to produce, being added to its cost yearly. The 
objection to this course of proceeding is that the reversions do not 
increase in value so fast as the ledger balance will under this arrange- 
ment. In the case of absolute reversions, the annual average increase 
of value is about 2 or 3 per-cent ; and if, during the five years (or 
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other period) between two valuations, none of the absolute reversions 
purchased have fallen in, then, supposing no interest to have been 
charged, there will be a substantial increase of value to be credited ; 
whereas if interest at the rate of 4 -or 5 per-cent has been annually 
taken credit for and added to the cost, the accumulated amount will 
exceed the actual value of the reversion at the date of valuation, and 
a sum will have to be written off, which will come in the revenue 
account under the heading " Sundry Losses." The case is even worse 
as regards reversionary life interests purchased ; for the value of these 
does not increase even so fast as the increase in the cost caused by 
adding merely the premiums paid to secure the purchase. If, there- 
fore, none of the reversionary annuities purchased have fallen in 
during the interval between two valuations, their value will always 
have to be written down ; and if they have been credited with 
interest during the interval, the sum thus written off may be incon- 
veniently large. Thirdly^ the company may, with the view of providing 
income on the investment until the reversion falls in, purchase an 
annuity on the life of the tenant for life ; either actually from another 
company or from the Government Annuity Office ; or else nominally 
from itself, entering the consideration money on one side of the 
account as a sum received for the purchase of the annuity, and on 
the other side as an addition to the cost of the reversion. When this 
course is pursued, the difficulty as to income is got rid of; the annuity 
that has been purchased producing interest at the calculated rate 
until the death of the tenant for life. Of course, if the company has 
purchased the annuity from itself, the actual loss or gain on the 
transaction is the same ; but it is now put out of sight, being trans- 
ferred from the reversionary account to the annuity account. This 
may perhaps be considered an additional reason for requiring every 
company that grants annuities to keep a distinct Annuity Fund, so as 
to show the profit or loss on its annuity transactions. 

179. All the above three methods, I am able to state, are actually in 
use by different companies. The existence of the third method probably 
goes some way to explain the circumstance that so many companies 
(14) have entered in their accounts the item "Life Interests and 
Reversions" (or a similar one), without specifying the sums that are 
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invested in the two different classes of securities. In fact, when that 
method is adopted, the investments in reversions may be properly 
classed with those in life interests, being considered as life interests 
secured by fully-paid-up policies. When that method is not adopted, 
it is wholly incorrect to group together Life Interests and Reversions; 
and even when it is adopted, it is better to give the two separately. 

180. The following are the entries given by the different companies 
in their balance sheets. 

"Life Interests and Reversions. Crown^ Edinburgh^ Scot 
Provident^ Standard, 

" Reversions and Life Interests." Caledonian, 

" Life and other Interests and Reversions." Prudential. 

" Reversionary Interests and Annuities." Reliance, 

" Life Interests and Reversions purchased." Economic^ Scot 
Amicable, 

" Purchase of Reversion and Life Interest." Queen, 

" Life Annuities and Reversions purchased." Guardian, 

"Annuities, Reversion, and Life Interests purchased by the 
Company." Alliance, 

"Life Interests, Annuities, and Reversions, the property of 
the Company." Liverpool 8f London, 

" Purchase of a Reversion, Annuity, and Policy." Marine ^ 
General, 

The Scot Union gives the item " Reversions, Loans on Assignments 
to Trust Funds and on various securities," where apparently reversions 
pmrchased are wrongly included in the same item as loans. 

181. It would be well in an amendment of the Act to require the 
companies to state which method they pursue in dealing with their 
reversionary purchases. Perhaps this object would be sufficiently 
gained, if (as suggested above) a statement were required from every 
company of the income arising from each of its assets. It would also 
be desirable that the companies should be required to state how they 
value the reversions they hold. If a company has large investments 
in reversions, its apparent surplus may -be greatly increased by valuing 
them at 4 per-cent interest, instead of their market value, say at 
6 per-cent. 
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182. In the few cases, (as the Comm. Union (Life balance sheet), 
London If Birmingham^ and Wesley an^ which gives the item "Invested 
in Policies,") where companies have specified that they have purchased 
policies in other companies, I have considered these as " Reversions." 
When a company holds a policy in another company, either as an 
independent investment (or speculation), or to secure a contingent 
reversion or a reversionary life interest, the premiums paid are in the 
nature of investments and should not appear in the revenue account 
among the disbursements. Thus the entry in the Patriotic account, 
"Premiums paid under Life Policies, not Reassurances," has been 
given under an erroneous view of the nature of the accounts ; and I 
have struck it out in my summary. 

183. Life Interests. The sums to be entered under this heading 
will be those invested in the purchase of annuities on lives and of life 
interests ; the difference between the two being that by " Annuity " 
is meant an annual sum of fixed amount, being generally either a 
Government Annuity or an annuity charged on property, whereas 
by " Life Interest " is meant the income from certain property, which 
is therefore of fluctuating amount, depending on the receipts and 
payments of each particular year. In former years it was the custom 
for insurance companies frequently to make their advances by way of 
annuity instead of by way of mortgage, as the usury laws could be 
thus evaded ; but it is now more common to make an advance on a 
life interest by way of mortgage rather than by way of an annuity. The 
advantages to the insurance company of the former method are that 
it can require its loan to be repaid, and in default can sell the life 
interest ; also that the income tax deducted by the borrower is calcu- 
lated only on the interest and not on the premiums, whereas in the 
case of an annuity it is calculated on the full amount of the annuity 
— ^that is, virtually on the premiums as well as the interest. On the 
other hand, when an advance is made by way of annuity, the com- 
pany (or other lender) has the benefit of the bonuses on the policy 
affected to secure the advance, and altho' the annuity is always 
redeemable at the option of the borrower, yet, in the absence of 
special stipulation, the policy effected belongs to the lender. Thus, 
the transaction is altogether of so very different a character from a 
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mortgage that it ought to be kept distinct I have reason, however, 
to believe that in certain cases advances by way of annuity have 
been improperly classed among the Mortgages. The item in the 
Clerical accomit, "Value of Bonuses on Policies belonging to the 
Society in other OflSces," appears only to admit of explanation on 
this supposition, as the company states that it effects no reassurances. 
184. When a company holds annuities on lives as an investment, and 
has not effected or purchased policies in other companies to seciure a 
return of the capital on the death of the lives, the best course is (as 
already stated in Art 45), to set up in the books a policy in connection 
with each annuity, so that each annuity payment as received is divided 
into insurance premium and interest on the investment Thus the 
total amount of annuities received will appear among the receipts in 
the revenue account, but not under the name of annuities. In general, 
when a company buys an annuity or a life interest, the piurchase 
money is so calculated as to allow of the above division of the 
annuity into premium and interest ; but this is not always the case. 
Companies have sometimes purchased from the Government a number 
of annuities on the lives of persons carefully selected on accovmt of 
their strong constitutions and favourable family history, and believed to 
have more than the average prospect of longevity ; the idea being 
that they will live so much longer than the time allowed them by the 
Government tables that the companies will make a handsome profit on 
the speculation ; and this, I believe, has been actually found to be 
the case. In such a case, the price paid for the annuities will not 
allow of their being treated in the above manner. The account may 
then be credited with interest at such a rate as is thought right, 
and the balance of the annuities received beyond that, be carried to 
principal, so as to reduce the sum at which the annuities stand in the 
books ; the annuities that remain in force being valued periodically, 
and the profit or loss shown by the valuation carried into the account. 
Or the annuities may be valued annually, the reduction in value in 
consequence of deaths and of increased age being taken out of the 
amounts received, and the balance treated as the interest on the 
investment The Scot Amicable appears to value its life annuities 
annually ; but instead of entering only the balance as interest, it has 
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given among the receipts " Government Annuities, jCi,S^g> 19s. id,*\ 
and among the pa)rments, "Reduction in Value of Government 
Annuities, ;£'i,284. 2s. id." In my Summary, I have struck out the 
latter item, and carried the diflference between the two sums to Interest 
and Dividends. When the company holds policies in other offices in 
connection with its purchase of annuities or life interests, the premiums 
on these policies are in the nature of investments, and should not 
appear among the payments of the revenue account. The proper 
course to be pursued in that case is to enter among the receipts the 
excess of the annuity received over the premium paid, excluding the 
premiums altogether from the account. The Royal Exchange (in its 
Annuity account) and the United Kent have, however, entered the 
fiill annuity among their receipts, and the premiums among the dis- 
bursements. In both these cases, I have struck the premiums out of 
the disbursements, and placed the excess of the annuity over the 
premiums under " Interest and Dividends." The City of Glasgow 
has apparently entered the full annuities among the receipts, without 
making any allowance on the other side of the account. In this case 
the amount being small {£^2. 2s. 3^.), I placed it among Fines, 
Fees, &c. 

186. The same remark applies to Life Interests that was made 
under Reversions, that the companies might properly be required to 
state the method of valuing them adopted ; in fact, it seems just as 
reasonable that the companies should be called on to state how they 
value their assets dependent upon human life, as to state how the 
liability under policies of assurance is estimated. 

186. Company's Own Shares Purchased. For the reasons stated 
in Art. 87, I, have thought it desirable to keep investments of 
this kind distinct from all others ; and I have accordingly given it a 
separate column in my Summary, altho', if its absolute magnitude 
only were considered, it could not be considered deserving of this 
distinction. It is to be noticed that those companies only appear 
under this heading in Table IV, which hold their own shares as an 
investment; while the companies which purchase their own shares 
and cancel them, appear exclusively under the heading "Shares 
Purchased" in the Revenue Account. All the companies which 
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purchase their own shares as an investment do not however appear 
in the above column. Thus the Scot Union and Caledonian^ which, 
as mentioned above imder the heading " Railway and other Shares", 
state that they purchase their own shares, have included the amount 
with the "Other Shares" purchased. Whether there may be other 
companies that purchase their own shares without mentioning the 
circumstance in any way in their accounts, I am imable to say. 

It is even more important with regard to these shares than other 
shares and stocks to know at what price they are valued, and for this 
reason the number of shares held should always be stated. 

187. Value of Eeassnrances. The following seven companies 
include among their assets an item of this character. For the purpose 
of explaining more fully their modes of dealing with the item, I have 
compared carefully the accounts of the companies contained in the 
two blue-books; and the following table shows the amounts at which 
the item stood in the two years : — 

Amount in the Blue Book for 
187a. 1873. 

Briton, *♦ Value of Policies held 

in other Companies" 20,720 7 2 . 20,720 7 2 

Ec^U. "Value of Reassu- 

rances" . . . 82,799 6 7 . Nil. 

Great Britain. "Value of Reassu- 
rances" . . . 1,766 00. 1,950 o o 

UfeAssociation "Policies with other 
of Scotland. Offices and Bonuses" 48,535 2 9 . 52,648 15 5 

Standard. "Value of Reassu- 

rances included in 
Funds, 1869, to be 
deducted in future 
from liability, instead 
of being stated as an 
asset" . . .244,406 16 10 . Nil. 

Westminster "Value of Reassu- 
and General. ranee Policies " . 2,945 o 0.3,151 o o 

Whtttington. "Policies of other 

Companies" . . 3,817 7 o . 3,491 19 i 

188. No doubt reassurance policies generally constitute a good asset ; 
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but it is clearly contrary to the spirit of the Act to include them 
among the assets. For the Act requires that among the receipts the 
" Premiums " shall be stated net^ after deduction of reassurances, and 
similarly with the "Claims" among the disbursements; whence it 
follows that for the purpose of correct comparison the amount of the 
Funds also should be stated net^ and not contain any such item as 
"Value of Reassurance Policies." The value of these policies, in 
fact, comes to be allowed for in the 5th Schedule, which refers to the 
liability of the company under its policies. It appears from a remark 
in the Eagle account contained in the 1873 blue-book, that this is one 
of the points to which the Board of Trade has drawn the attention 
of the companies ; but at present with the result of having the item 
omitted by only two out of the seven companies, namely, the Eagle 
and the Standard, 

189. It is to be noted in connection with this item that in con- 
sequence of the payment of flirther premiums the value of reassurances 
always changes from one year to another, even when the reassurances 
in force for two successive years are precisely the same ; and on the 
other hand, if any of the reassurances have lapsed' or been surrendered 
or become claims, the value of the reassurances may be considerably 
diminished. In strictness, therefore, if the value of reassurances is 
included among the assets, the reassurance policies should be revalued 
every year, the increase in value being entered in the revenue account 
as a receipt, and the reduction in value beihg similarly entered as an 
item of outgo. One company only, the Westminster and General^ 
appears to have treated its reassurances in this way, the difference 
(^206) between the amounts in the above table appearing among the 
receipts in the revenue account for 187 1 as "Increase in Value of Re- 
assurance Policies." In the Briton account the value of reassurances 
is precisely the same in the two years. 

190. In the Great Britain the item has increased ;^i84, and in the 
Life Association of Scotland ;^4,ii3. 12s. Sd. Let us consider a 
little more closely what is implied in this. The increase in value 
is not caused by the addition to the value of the reassurance pre- 
miums paid; for those premiums being entered in the revenue 
account as a deduction from the premiums received, the forms of the 
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schedule do not admit of their being treated as an investment and 
added to the value of the reassurance policies ; besides, in the case 
of the Life Association of Scotland^ the blue-book tells us the annual 
reassurance premiums are ;^8,263. loj-. dd, — a widely different amount 
from the above increase in value. The increase is therefore quite 
analogous to that arising from a revaluation of Consols or other Stock, 
and must have been introduced into the Revenue Account in some 
way as an item of receipt. There is, however, no mention made in 
the accounts of any such receipt ; and the item must therefore have 
been improperly included in some other item of receipt. Similar 
remarks apply to the decrease in value of the reassiurances in the 
Whittington (;;^325. 7^". 11^.), which must have been introduced into 
the account ; — ^but how it is impossible to say. 

191. Bills Receivable. The appearance in certain accounts but not 
in others, of an item with this or a similar heading, (such as " Short 
Bills", Royal Farmers; "Drafts not matured", London 6^ Southwark, 
Commercial Union; " Bills not due," Friend^ Provident;) arises prin- 
cipally from a difference as to the method of keeping the accoimts. 
When a country cheque or a short bill is sent to the head 
office in payment of a premium or an amount of interest, it 
would in the usual course be paid at once into the bank J but 
credit is not given for it in the pass-book until after the lapse of 
some days. Two courses are then open to the company in the state- 
ment of its accounts. It may either for the internal purposes of the 
office consider that the premium or interest in question has not been 
paid ; in which case the amount is included among the " Outstanding 
Premiums or Interest " and is thus brought into the assets, while of 
course no credit is taken for the country cheque or short bill. Or it 
may prefer to take credit for this latter as an asset \ in which case it 
must consider that the premium or interest has been actually paid, 
and is therefore taken out of the list of assets. In all cases I have 
included this item, as well as those above mentioned, with the 
" Cash' in Hand and on Current Account." The West of England 
has two items of this nature, "Undue Bills" and "Outstanding Checks", 
the names of which sufficiently explain the difference between them. 
The Colonial and the Scot. Commercial (in the 1873 blue-book) have 

H 



98 

incorrectly included the Bills in the same item with the Cash, without 
stating the separate amount. 

192. Most of the companies place the item among the Other 
Assets ; but the Nat. Provident and Royal Farmers give it under the 
general heading "Cash." The former is the position required by 
the Schedule, but the latter is more suitable. 

193. Stamps in Hand. The amount appearing under this heading, 
which is usually small, I have also included with the " Cash in Hand 
and on Current Account'' 

The item appears, described as above, in the balance sheets of the 
Alliance, ArguSy Caledonian, City of Glasgow, Com, Union, Engl, 6r* Scot., 
Friends^ Provident, London Life, North British, Northern, Provincial, 
Scot, Amicable, Scot Provident, Scot, Provincial, Sovereign, Whittington, 
Yorkshire, The following specify Policy Stamps : Brit, Empire, 
Clergy Mutual, Crown, Edinburgh, London Assurance, Marine <S^• Gen., 
Mid, Counties, Norwich Union, Planet, Royal Exchange. The Exchange 
gives Stamped Policies ; the Imperial, Transfer Stamps ; the Masonic, 
Policy and Postage Stamps ; the Nat. Provt., Policy and Loan Stamps ; 
the Standard, Deed and Receipt Stamps; the Temperance, Postage 
and Receipt Stamps, in addition to Policy Stamps which are given 
separately. 

194. Stationery, &c.; in hand. Three companies give among 
their assets items which come properly under this heading : 
Aberdeen; "Rules and Pass Books, ;^i5. los. ii//." 

Free Methodist; "Stationery, Rules, Premium Books, ^c.,jQ^^, lys, Sd." 
United Kingdom; "Stationery in hand, ;;^i3o." 

These I have included with the Cash in my Summary. 

The London d^ Manchester includes " Stationery, Account Books, 
and Printing" in one total with the Furniture and Fixtures. 

196. It is to be noticed that when Rules, Pass Books, or Premium 
Books are taken credit for an\ong the assets, any sums received from 
the assure.d in payment for them, will be in the nature of sums 
received for sale of securities and should not be entered in the revenue 
account, as has been done by the Free Methodist in its accounts for 
both 1870 and 1871. 

196. Eeassnrance Claims due from other Companies. This amount, 
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consistently with the principles of the ist Schedule as to reassurances, 
should be transferred to the other side of the account and deducted 
from the "Claims Admitted but not Paid" ; and I have accordingly so 
treated it in all cases. The only exception to this rule would be 
when from some cause the claims due from other companies are 
larger than those due by the company itself. 

197. Preliminary Expenses or otker Deficieney. When a part of 
the paid up capital has been expended in establishing the company, 
it is of course impossible to say at first whether the outlay has been 
judicious, and whether business has been secured equal in value to 
the sum paid for it. In other words, it is doubtful how far any sum 
entered under this heading can be considered a good asset The 
same observation, however, applies to many other items ; in par- 
ticular, to Agents' Balances and Loans on Personal Security ; and the 
correct view is that the Act leaves the managers of companies to deal 
with this item as they think best All that is required of them is to 
give a plain statement of what they take credit for ; and the public 
are left to form their own opinion upon that statement. 

198. Some companies, as the British Imperial^ London and Bir- 
mingham, and National Widows, instead of taking credit for a sum 
invested in preliminary expenses, have treated the sum so spent as a 
deduction from the capital paid up. There is a good deal to be said 
in favour of this view. A certain amount of the paid-up capital has 
been parted with, and a portion only remains to afford seciuity to the 
assured. Adopting this view, it follows that the shareholders should 
receive interest only on that remaining portion. I am not aware, 
however, that any company has carried the principle out consistently 
in this way ; altho' in some instances, as the Colonial, Imperial 
Union, London 6- Birmingham, London 6- Manchester, London 6f* 
Souihwark, National Widows, Provincial, no dividend has been 
paid, — apparently for this reason. 

199. For the sake of uniformity, I have always entered the full 
capital paid up among the Liabilities, and have entered under the 
above heading on the other side of the Balance Sheet the amount of 
the capital expended. The various items in the accounts of the com- 
panies are as follows : — 
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Albion. 

Bristol Sf London. 

British Imperial. 



British Workmatis. 

Colonial. 

Free Methodist. 
General. 



Imperial Union. 



" Preliminary Expenses and 
Alteration of Buildings 

" Formation Expenses . 

" Life Assurance Account 
Deficiency 

"Amount expended upon 
Revenue Account in esta- 
blishing and extending the 
business .... 39,698 

"Value of Office Furniture, 

Fixtures, &c. . . .1,322 

" Balance of Health and Acci- 
dent Account . . .798 

" To Balance ... 8 

" Purchase Money of Business 

to be written off . .2,584 

"Balance .... 16,860 

"Preliminary and Extension 
Expenses Fund 

Lo7idon^ Birmingham. ^^ KvciQViTit expended in Pre- 
liminary Establishment and 
Extension Expenses . 

London 8f Manchester. " Expenses on New Extension 

Business . . . . 

" Deficiency .... 

London 8c Southwark. " Preliminary Expenses and 

Extension of Business — 
Balance . . . 

"Balance of Fire Account . 17,496 

Manchester Provident. " Cash invested in Establish- 
ment to be extended over 
six future years, in accord- 
ance with Article of Asso- 
ciation, No. 89 

"Amount invested in the 
formation of Agencies, and 
other preliminary charges . 2,958 

" Purchase of Lincolnshire 

Fire Office . . . 7,713 

"Purchase of Kent Mutual 

Society's Fire Business . 7,000 
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National Widows, 
North British. 

North London, 
Provincial. 

Prudential. 
Scot, Imperial, 
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£ X. d, 
"Deficiency. . . . i,o6o 15 11" 

" Purchase Account, United 

Kingdom Company . .10,588 5 

" Preliminary Expenses . . 9 15 

" Deficiency in Fire Insurance 

Account .... 11,986 II 

"Expense of Purchase of 
Business of other Com- 
panies .... 13,300 14 

" Branch and Agency Outfit . 3,000 o 

" Balance of Preliminary Ex- 
penses Account . . 1,137 14 

In the British Workman's^ the amount entered in my Summary 
under the heading of "Preliminary Expenses or other Deficiency" 
is ;^i,242. 6j". II A^., being ;^8o. <^s, 2d. less than the amount given 
above. For explanation of this see the remarks further on as to the 
British Workman's account. 

In the Masojiic, the amount entered under the above heading in 
my Summary is greater by ;^75o than the ainount given above. 
For explanation, see the remarks on the Masonic account. 

200. Other Assets. The sums entered under this heading are, in 

some cases, assets, the nature of which was not sufficiently explained 

to enable me to place them in the right column, namely : — 

£ ^' 
British Equitable, " Sundry Persons 

Briton, " Sundry small Assets 

Caledonian, " Sundry Accounts 

Crown, "Scottish Friendly Company's 

Securities .... 

Imperial Union, " Sundry Debtors' Suspense Account 

London and Birm, " Sundry Debtors 

London and Lam, " Sundry Accounts due at date of 

balance ..... 

National, " Other Balances 

Patriotic, " Loan Debt< 

The Act prescribes that the 
and it follows that the B< 
ing accounts containii 
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201. In other cases, the sums are such as from their exceptional 
nature do not admit of being entered imder any of the ordinary 
headings, namely : — x s, d. 

Clerical. "Value of Bonuses on Policies 

belonging to the Society at 
other Offices .... 14,387 14 2" 

Norwich Union, " Harveys and Hudsons, late Trea- 
surers, which will be paid in full 18,285 4 7" 

Prudential "Purchase of Securities of Inter- 

national Society, and amount 
due from Official Liquidator . 66,027 15 2" 

Rock, "Outstanding Fines from Share- 
holders 68 7 6" 

Star, " Sundries (Act of Incorporation) . 692 10 10" 

In the last instance, it seems very doubtful whether the item is 

properly entered in the Account. The Act of Incorporation of the 

Star could certainly not be sold for the sum placed opposite to it, and 

the outlay incurred for the purpose of obtaining it should have been 

treated in the same way as other preliminary expenses and written 

off in a series of years. 

202. The only three other items appearing in my Summary imder 

the above heading, are : — x ^ ^ 

General, " Reassurances due from Sun- 

dry Companies . . . *5,9So 16 6" 

Law Union, " Balance due from other Fire 

Offices .... 1,744 9 5'* 

Liverpool and Lofidon, " Amount due from Insurance 

Companies . . . 4,462 17 2" 

It will be noticed that these three companies all transact fire insu- 
rance business as well as life ; and as the above amounts relate to 
their fire insurance business, they will be better considered fiirther on 
when we are treating of the 3rd and 4th Schedules. 

203. Loans oe FersoEal Security. According to the usual and well 
understood acceptation of this phrase these are loans granted on the 
covenant of the borrower and one or more sureties, and are almost 



• In my Summary the amount entered is ;f 2,95a i6j. 6r/., the portion relating 
to life reassurances having been deducted from the claims admitted but not paid. 
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always accompanied by a mortgage of policies of assurance on the 
life of the borrower, and sometimes of his sureties. It is therefore 
unnecessary to specify, as some companies have done, that these 
loans are accompanied by the mortgage of policies ; or to specify that 
there are sureties, as is done by the Planet and Reliatue; or that they 
are repayable by instalments, as the Standard states ; or to alter the 
heading of the item into " Loans on Policies and Bonds ", as some 
other companies have done. 

204. I have included under this heading the item given in the 
Imperial account, " Loan to Imperial Fire Insurance Company," as 
no mention is made of any security being given for the loan ; also for 
the same reason the item given in the Life Assn. of Scotland account, 
"Special Loan to Directors of a Railway Company." Also the "Loans 
to Clerks" of the Brit, Equitable^ which are explained to me as being 
advances to clerks on their salaries. Also the extremely mysterious 
item given by the Imp, Union^ " Sums due on Simple Contract." 

206. In the ^<t:<^/r^ account we find the item "Loans upon Personal 
Security (principally advanced to Trustees of Chapel Property)"; 
and this appears to throw a light on the item in the Star account 
" Wesleyan Chapels (Trustees of)" and to prove that the loans repre- 
sented by it, although placed among Other Investments, are really 
Loans on Personal Security and should be so described. I have so 
treated the item in my Summary. 

206. The Scot, Imperial has given the item "Loans on the Com- 
pany's Policies (with personal security)," placing it in the position 
appropriated in the Schedule to "Loans on the Compan/s policies." 
There appears no doubt, however, from the mention of personal 
security, that these loans are what are commonly understood to be 
" Loans on personal security", and should therefore have been placed 
under the item we are now considering. The same is the case with 
the item given by the Brit. Imperial^ " Loans on the Corporation's 
Policies and Bonds." The Whittington gives among Other Invest- 
ments the item "Securities by Bond and the Company's Policies, 
;^4,io2. 1 1 J-, i^.," in addition to "Loans on Personal Security, 
;;^i73. 4r." It is to be inferred that the latter are loans on purely 
personal security without policies ; but there is no doubt the former 
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also should be included under the heading of Loans on Personal 
Security. The Universal has thought fit to amend the heading by 
substituting " Loans on Personal Securi/Zdr." 

207. Loans on the Company's own Shares. In a few cases we find 
specified among the assets loans of this description, with or without 
policies of assurance. In other cases, possibly, similar loans may 
be included under the general heading of " Mortgages on Property 
within the United Kingdom"; for undoubtedly shares in an insurance 
company must be considered to be a species of property. Whenever 
I have been able to identify these loans, I have transferred them to 
the heading of " Loans on Personal Security ", for the reason that if 
the company were to prove unsuccessful and the securities had to be 
realized, the company's shares would of course be unsaleable, and the 
security for the advance would be of a precisely similar kind to that 
of " Loans on Personal Security " commonly so called. 

208. The only company which has pursued this course in its accounts 
is the Caledonian, The following place Loans on the Compan/s Shares 
next after Loans on the Company's Policies : Legal 6^ General^ Mid, 
CountieSy Rock^ Star^ University. The following place them among 
Other Investments : City of Glasgow^ General^ Royal Exchange^ Union, 
The Law Property places them among Other Assets ; and the Life 
Assn, of Scot, gives among Other Investments the item ** Loans on 
Preference or Guaranteed Railway Stocks, Bank Stock, and the Asso- 
ciation's Stock," 

209. Agents' Balances. Outstanding Premiums. Several com- 
panies have included both of these in one item, apparently for the 
reason that they could not say whether particular sums should come 
under the one heading or the other. Taking the two items separately, 
there appears to be no doubt as to the meaning of each. The "Out- 
standing Premiums " are those premiums which have fallen due but 
are not yet paid ; and the "Agents' Balances" are the sums which 
appear to the debit of the agents in the books of the company. But 
it must always happen when a company has agents who are authorized 
to receive its premiums and hold them for a certain time, that the 
"Agents' Balances" will include a number of "outstanding" premiums. 
According to the usual practice, the receipts for the premiums 



falling due are sent to the agents some time beforehand ; and if the 
assured does not pay the premium within the days of grace, the agent 
is to return the receipt forthwith. The company is thus kept informed 
of the policies which are suffered to lapse ; but in the case of policies 
on which the days of grace have not expired, it has no information as to 
whether the agent has received the premium or whether it is §till due 
from the assured. In other words, it would be very difficult to make 
an accurate list of " Outstanding Premiums." On the other hand, 
companies having a large agency business not unnaturally object to 
swelling their "Agents' Balances" by including in the total, sums 
which they consider ought to come under " Outstanding Premiums." 
This difficulty it appears cannot be met in any way except by an 
amendment of the Act, which shall declare whether premiums due 
and unpaid, the receipts for which are in the hands of agents, are to 
be included among "Outstanding Premiums" or among "Agents' 
Balances." 

210. The following are the companies \vhich state that they have 
included the Agents' Balances and the Outstanding Premiums in the 
same item : — Gresham, Liverpool 6^ London, National Widow^y 
Norwich Union, Scot Commercial (which describes the item as 
"Agents', Branch, and Head Office Balances"), Scot Provident 
(which gives it as "Current Premiums and Interest in course of 
collection at Head Office and Agencies", where it is to be noticed 
that the further irregularity is committed of including the Outstanding 
Interest in the same item with the Outstanding Premiums). I have 
included all the above under Agents' Balances in my Summary. The 
Imperial Union, which distinguished the amounts in its account 
for 187 1, has included • them in a single item in its account for 
1872, "Agents and Home Office Balances and Premiums under 
Collection." 

211. On the other hand it appears from the accounts of some com- 
panies that certain outstanding premiums are included in the Agents* 
Balances. Thus, the Lancashire explains its practice very clearly, by 
giving the two items "Agents' and Branch Office Balances", and 
" Outstanding Premiums at Head Office "; and the London Sf Lane, 
gives the item " Agents' Balances (including December Premiums on 
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which the days of grace are current.)" See also the Scot, Provincial 
and the Whittington accounts. 

212. It appears doubtful whether premiums due at branch offices 
should belong to Outstanding Premiums or to Agents' Balances. They 
are stated to be included with the latter by the Lancashire and Scot, 
Commercial (see above) and by the following companies : — Mid, 
Counties ("Agents' and London Office Balances''), -^<?ydr/ (" Balances 
at Local Banks, Branches, and in hands of Agents"), and Scot, 
Provincial y ("Branches, Agents, and Insurance Companies"); but 
they are included with the Outstanding Premiums by the Scot, 
National^ which gives the item " Outstanding Premiums, Head Office 
and Branches." Sums due from other offices are added to the Agents' 
Balances by the Mid, Couttties^ their separate amount being stated, 
and are included in one total with them by the Scot. Provincial, 

213. The " Agents' Balances" are stated to be ;/// by the following 
companies ; — Aberdeen^ Clergy Mutual^ Law, Masonic, Mutual, New 
Albert; and the item does not appear at all in the accounts of the 
following companies : — Equitable, Equity 8f Law, Exchange, Free 
Methodist, Legal 8f Gemral, London Annuity, London 8f Birmingham, 
London §• Provincial Law, London Life, Metropolitan, National 
Guardian, North London, Norwich Union {Amicable), Sovereign 
{GenercU Annuity), United Kent, University, 

214. The "Outstanding Premiums" are stated to be nil by the 
following companies : — British Equitable, New Albert, Patriotic, 
Temperance; and the item does not appear at all in the accounts of 
the following companies : — Argus, Bristol Sf Londo7i, Colonial, Emperor, 
Exchange, Frieiui^ Provident, Manchester Provident, National Guardian, 
National Provident, North London, Royal Farmer^ , Sceptre, Star, Union, 

United Kingdom. The Imperial Union has altered the heading to 
" Premiums under Collection." 

215'. The amount of the Outstanding Premiums in any company will 
depend partly on its regulations as to the dates at which premiums 
fall due and partly on the days of grace allowed for payment When 
(as in the majority, if not all, of the American companies) no days of 
grace whatever are allowed, there will be no Outstanding Premiums, 
except in the few cases where time has been specially granted by the 
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board of management; but in this case of course there will be a 
considerable amount of premiums paid before due, as comparatively 
few policyholders would wish to defer payment until the very last 
day allowed by the regulations. I am not aware however that this 
regulation exists in the case of any British company. Some com- 
panies, however, make all their premiums fall due on stated days, 
and this will have an important bearing on the amount of the Out- 
standing Premiums. Thus, if all the premiums are made to fall due 
on the first day of each month, and 15, 21, or 30 days are allowed 
(or a calendar month) for payment of the premium, then none of the 
premiums falling due on the ist December (say) can be outstanding 
when the books are closed on 31st December, except in the few cases 
where an extension of time has been granted. Regulations of this 
kind doubtless explain the absence or the very small magnitude of 
the item in the accounts of some companies, among which I am able 
to instance the Friends' Provident and the Metropolitan^ (see Art. 
120); Q\s,oi\it Brit, Equitable, in which all premiums fall due on 
I Jan., I April, i July, and i Oct. 

' 216. "The amount of the Agents' Balances will depend on the same 
circumistances, and also on the length of time for which the agents of 
a company are allowed to hold the premiums before remitting them to 
the head office. In reference to this subject, it should be mentioned 
that tljere exists (or existed) a practice of some companies of debiting 
the agents with the premiums immediately the receipts were sent to 
them; so that, for example, receipts for the premiums due in January 
being sent out about the middle of December, the amounts of those 
premiums would appear in the premium income of the year and in 
the Agents' Balances at the end of the year, altho' not due until the 
following year. It requires no argument to show that this course is 
incorrect. 

217. The UfeAssn, of Scot, gives the item "Outstanding Premiums 
afid Annuity'^ It is to be noticed, however, that no annuities appear 
among its receipts ; they must therefore hiM|i|||gn divided into 
premium and interest, as explained in A^^f ^V^^yi^H^Jt 
follows that the Outstanding Annuit 
divided into Outstanding Premium 
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218. The Standard includes with Outstanding Premiums the out- 
standing " proportions of premiums,? apparently, unpaid halfyearly or 
quarterly instalments of premiums. 

219. The Provincial gives the item " Outstanding Half-Credit Pre- 
miums," evidently supposing that the unpaid half premiums on half- 
credit policies, properly come under the heading of Outstanding 
Premiums. This is certainly incorrect, as " Outstanding Premiums " 
cannot include premiums which it has been agreed are to remain on 
loan at interest for any term the borrower may wish. 

220. I have ascertained also that some companies consider premiums 
as outstanding after the policy has lapsed, until the expiration of the 
fixed time within which, according to the regulations, the policy can 
be revived. Of course, when no fixed time is prescribed, but the 

' Directors have power at any time to revive lapsed policies on such 
terms as they may think' fit, this method of procedure would be 
inapplicable ; and even when the time is limited to 6 or 1 2 months 
after the expiration of the days of grace, it appears to me better to 
write the premium off immediately the policy lapses. 

221. Several companies specify in their accounts " Sums due from 
other Offices," and it is not always easy to ascertain whether these are 
premiums or reassurance claims. Assuming them to be the former, 
it appears doubtful whether they should be placed under Outstanding 
Premiums or Agents' Balances. 

222. Outstanding Interest. It is to be noticed that whereas in the 
revenue account we have the entry Interest and Dividends, here we 
have Outstanding Interest only, the inference being that it is supposed 
there will never be any outstanding Dividends. The University has 
substituted " Interest due " in the place of the above heading. This 
is in no respect an improvement, and should not have been sanc- 
tioned by the Board of Trade. 

223. Just in the same way as " Outstanding Premiums " are pre- 
miums due and unpaid, so the item we are now considering must 
be held to mean the interest due and unpaid. In the rare case 
where days of grace are formally allowed for payment of the 
interest, — ^where, therefore, altho' due on a certain date, it is not 
payable for a fixed time afterwards, — ^the interest in respect of which 
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the days of grace have not expired at the time of making up the 
account, being due and unpaid, must be considered as Outstanding 
Interest, altho' it is not technically speaking overdue; but in the 
more general case where interest is payable immediately it is due, 
there will be no distinction between overdue interest and outstanding 
interest. 

224. Notwithstanding the very clear direction of the schedule, that 
the outstanding interest is to be stated in a separate item, one com- 
pany, the Albion^ has given in its balance sheet the item, " Loans upon 
Personal Security, including interests This item must certainly have 
been passed by the Board of Trade inadvertently. The Law Property 
gives "Investments in Indian and Colonial Government Securities 
(including dividends to ^i Dec.)\ and similarly with its Russian Rail- 
way Stock ; but these, being purchases, stand on a rather different 
footing from loans, as we may consider the amount entered in the 
balance sheet to be the market price of the security on the day to 
which the account is made up, which price will of course include the 
current dividends. See Art. 39. 

225. The Scot. Union gives the entry, " Outstanding Interest at 
Head Office'\ thus implying that there is other outstanding interest — 
probably included in the 'Agents' Balances. If so, the whole should 
have been included in this item. 

226. Just in the same way as Rent of Chambers should be included 
in Interest and Dividends, so Rent of Chambers due, given by the 
Westminster &> General among Other Assets, should be included in 
the Outstanding Interest ; and similarly with the Outstanding Rent, 
given by the Law Property and Norwich Union {Amicable account) 
as the next item after Outstanding Interest. 

227. I have included in this item, the amount given by the Eagle 
under the description " Balance on sundry Receivership and Rental 
accounts awaiting periodical adjustment." 

228. The amount of the Outstanding Interest will, like that' of the 
Outstanding Premiums, depend very much on the dates at which the 
interest is made to fall due. Thus, if all the interest on loans falls 
due on i Jan. and i July, it may easily happen that there is no 
outstanding interest on 31 Dec; and regulations of this kind probably 
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explain the absence of the item from the accomits of some 
companies. 

229. It will be convenient here to consider the Accrued Interest, 
the nature of which was explained in Art. 39. This is natm'ally classed 
with the "outstanding interest"'; but, not being due, it cannot, 
according to the correct meaning of the words, be included in 
the same item with it When a company takes credit in the revenue 
accoimt for the accrued interest, the amoimt thus taken credit 
for must, from the nature of the case, always be entered in the 
balance sheet as an asset; and as we have seen it cannot properly 
be put under the Outstanding Interest, the only place in which 
it can at present be placed is among the Other Assets (as is done 
by the Alliance in its account for 187 1.) Several companies, 
however, have considered the heading "Outstanding Interest" to 
include the Accrued Interest; giving in their accounts two entries 
such as " Outstanding interest, due and impaid'* and " Outstanding 
interest, accrued but not yet payable." It would be more satisfactory 
if, when the Act is amended, the item Accrued Interest were intro- 
duced into the Schedule as a distinct item, coming next to Out- 
standing Interest 

230. The following companies give the Accrued Interest in their 
balance sheets as a separate item, most of them giving it as a part of 
the Outstanding Interest, and specifying how much of the Outstand- 
ing Interest (so understood) is due and unpaid, and how much is 
accrued but not yet payable : — Caledo?iian .(which places it under 
" Other Assets"), Clerical^ Ecommtc, Edmburgh, Friends^ Froindent, 
Lancashire^ Life Assoc, of Scotland, Liverpool and London, London Life, 
Metropolitan, National, Scot, National, Scot. Proviiicial, Scot, Widows^, 
Standard, United Kent, Of these, the Lancashire, Liverpool and 
London, Scot, National, Scot, Provincial, have no entry of " Outstand- 
ing Interest due and unpaid ", so that it is to be presumed that none 
of their interest is in that position; as is the case with the JJfe 
Association of Scotland, which returns the amount as Nil, 

The following companies contain no entry either of Outstanding 
Interest or of Accrued Interest : — Nonvich Union, Proviticial^ Pru- 
dential, Reliance^ Royal, Star, Western Counties, 
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The Scot Provident^ as already stated, has incorrectly included the 
"current interest" with the premiums. 

231. Lastly, the Scot Equitable and Universal state that they have 
included the Accrued Interest in the same item as the Outstanding 
Interest; and it appears from a comparison of the amount of the Out- 
standing Interest with that of the Interest and Dividends for the year, 
that several other companies have done the same thing without men- 
tioning it Thus, for example, in the Crown account in the 1872 Blue- 
book, the amount of the Outstanding Interest is ;^i7,i9o. 19^. 11^,, 
or more than a third of the Interest and Dividends for the year, 
£S^fiZS- ^^' ^^'} while in the Equity Sf Law, the Outstanding Interest, 
;^2,oi4. J 3 J. I^/., is less than one sixteenth part of the Interest and 
Dividends, ;^3 2,881. i4r. 10^. There can be no doubt from these 
figures that the former company has taken credit for the Accrued 
Interest, but that the latter has not. The London Annuity and 
Provident Clerks state in the 1873 Blue-book that they have included 
the accrued interest in this item ; and they apparently did so, without 
stating it, in the previous account. 

232. Cash. This is given in the Schedule as a general heading, 
with the two sub-headings, " On Deposit," " In hand and on current 
account " ; the division of course having reference to the practice, 
which is now so common among insurance companies, of keeping 
only a certain sum at the bankers v on drawing (or current) account, 
and placing the balance " on deposit," either with their own bankers 
or with a discount establishment. In England no interest is usually 
allowed on the balance of a drawing account (tho' some banks 
allow a fixed low rate provided the balance never falls below a certain 
amount) ; but by placing unemployed sums on deposit, interest is 
obtained until a suitable investment is found. ' In Scotland I believe 
thie practice of banks is not quite the same, but I am unable to give 
the particulars of it. 

233. Some of the companies appear to have misunderstood the 
sub-headings ; thus the National of Ireland has given the two items 
"Cash at Bankers, ;^857. 17^.," "Cash in hand and on current 
account, ;^29. i^r. 9//."; where apparently the latter is the Cash in 
hand, and the former the Cash at Bankers on current account. 
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The Equitable gives "Balance at the Bank, ;^i 2,039. i^. 11^.", 
"Cash in hand, ;^72. 13^. \dr \ in reference to which it is to be 
noticed that the cash in hand is not required to be stated separately 
from the amount at the Bankers on current account. The Provincial 
has made its return similarly ; also the Scot. Frovimial, which has how- 
ever among the Other Investments, " Deposits with chartered and other 
leading Banks." Several companies, again, instead of following the 
wording of the schedule, give such an entry as Balance (or Cash) at 
Bankers, or Balances due by Bankers ; so that if they have any cash 
on deposit with their bankers, it is given in one total with the cash 
on the drawing account, instead of being stated separately, as 
required by the Act. Among these may be specified the Lancashire, 
Provident J Scot, Amicable, Scot. Commercial, and United Kent. Some 
of these make no mention of Cash in hand. If this is not in con- 
sequence of an oversight, it is to be presumed that they adopt the 
excellent plan of requiring the cashier to pay into the bank the 
balance of petty cash in his hands on the day the account is made 
up to, which forms a simple method of testing the accuracy of his 
accounts. The Nat. Provident gives the entry " In hands of the 
Bankers," not stating that this is on current account ; but it is to be 
presumed that it is so, as the company has sums on deposit with 
Alexanders and the Nat. Discount Co. 

234. Some companies, as the Imperial (Balance sheet of 31 Jan. 
187 1 ), and the Scot. Equitable and Standard (in the 1873 Blue-book), 
have given the total of the Cash on Deposit and on Current Account 
instead of the separate amounts — a manifest irregularity which it is 
surprising the Board of Trade have allowed. 

235. The Scot. Proindent account is irregular for a different reason. 

Instead of following the wording and arrangement of the Schedule, 

it gives the entries : — 

" Cash {jQzi- Z^- 4^-)> Stamps on hand(;^88. 3^. 6d.) £12^ 6 10 
" Bank Account, 

"On Deposit, to meet Invest- 
ments in course of com- 
pletion . . . ;^38,774 II o 
"At Credit on Current 

Account . . . 14,256 16 3 

53,031 73" 
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236. Cash on Deposit. I have included under this heading such 
items as that given by the Marine Sf General under Other Invest- 
ments, "Deposits for Fixed Periods"; by the North British^ 
"Short Loans in London"; the Prudential^ "Deposits at Three 
Months' Notice." 

The West of England accoimt gives the item " Cash on Deposit 
(secured by the usual Bills)"; the London Sf Southwark in the 1873 
blue-book " On Loan against Security." 

237. Cadi in hand and on current account. It might be sup- 
posed at first sight that there could be no doubt as to the proper sum 
to be entered under this heading ; but I am able to state (altho* this 
does not appear from the published accounts,) that a difference of 
practice exists as to the amount returned by various companies as the 
Balance at the Bankers on current account. Some companies when 
they issue a cheque — in payment of a claim, for instance, or an 
annuity, or a proprietor's dividend, — at once charge themselves with 
it in the cash book. But the cheques will not be presented at the 
bankers in the same order as they are issued ; when a cheque is sent 
into the country, some days will always elapse before it is presented 
to the bank on which it is drawn, and charged in the account of the 
person drawing it; it will sometimes happen that a cheque is out- 
standing for a considerable time, some weeks or even months ; and it 
may in certain cases happen that a cheque may be lost in passing thro* 
the post and never presented for payment at all. When therefore a 
company follows the course above described, there will be constant 
variations between the cash book and the banker's pass-book, and the 
balance as shown by the cash book will be often less than that which 
appears in the pass-book. The differences, of course, can all be easily 
explained; but it appears better that there should be no occasion for 
explanation, and that the payments entered in the cash book should 
exactly agree in order and amount with those charged in the pass- 
book ; in other words, that the compan/s cash book should show — 
not the cheques issued by the company, but the cheques presented to 
the bankers. The objection to this course is that the balance so shown 
may not, and often will not, be an available balance, as there will be 
outstanding cheques issued but not yet presented. This is, however, 
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easily met by keeping a record of cheques issued and ascertaining by 
means of it what cheques are outstanding from time to time. In this 
case if a cheque has been issued — say in payment of a claim of 
;^iooo, and has not been presented to the bankers before the close 
of the official year, the ;;^iooo will appear in the balance sheet 
among the claims admitted but not paid, and the balance at the 
bankers as appearing both' in the pass-book and in the cash book will 
be ;^iooo in excess of the really available balance. According to 
the other method of arranging the account, the claim would be 
treated as paid, and the balance showoi by the company's cash book 
would be ;^iooo less than that shown by the pass-book. 

The Masonic deducts a "Claim admitted, not yet due, ;^25o", 
from the Cash in hand and on current account. . This is of course 
incorrect, as the ;^25o should be entered as a Sum Owing by the 
Company. 

238. In some cases, however, the actual state ot affairs will be better 
represented by entering in the cash book the cheques as they are issued. 
Thus, when a policy is surrendered, and a cheque given in exchange 
for the policy, the compan/s risk under the policy ceases, but the policy 
may appear by the compan/s books to be in force until the entry of 
the payment appears in the cash book, which may not be for several 
days, or even weeks, if there is a delay in presenting the cheque. It is 
easy to see how this may cause inconvenience in the case of a policy 
being surrendered very shortly before closing the books of the 
company for a valuation. The true remedy for this would be to write 
off the policy as surrendered, not from the cash book, but from the 
list of cheques issued. 

239. There can be no doubt, I think, that even when the cash book 
is kept so as to show the cheques issued, it is more satisfactory that the 
published account should show a balance exactly agreeing with the 
pass-book, the liabilities under outstanding cheques being entered in 
the balance sheet. At all events, it is desirable that the practice 
should be uniform in the accounts returned to the Board of Trade ; 
and this can only be secured by the issue of a detailed set of regula- 
tions explaining how the various items in the deposited accounts are 
to be constituted. 
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240. Some companies give the separate amount of the " Cash in 
hand. There can be no objection to this if it is done in an inner 
colunm, carrying out into the outer column the total prescribed by 
the Act. This, however, has not been done by the Equitable^ which 
moreover has altered the heading to " Balance at the Bank." 

241. I have included in this item, for the sake of simplicity, the 
various sums given by the companies under the headings " Bills re- 
ceivable" (or the like), "Stamps in hand", and " Stationery &c. in 
hand". 

242. Other Assets (to be specified). This item has abready been 
considered in connection with Other Investments; see Art. 169. 
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CHAPTER YI. 



On the Returns made under the Third and Fourth Sche- 
dules, containing the names of the Companies making 
them and the nature of the various businesses they 
transact. 

843. We come now to the 3rd and 4th Schedules. The Act pro- 
vides that " every company which, concurrently with the granting of 
" policies of assurance or annuities on human life, transacts any other 
" kind of assurance or other business" shall prepare annual statements 
in accordance with the 3rd and 4th Schedules. The " other kinds 
of assurance business" transacted by companies making returns are 

1. Sickness Assurance, carried on. by the Aberdeen^ Clergy 

Mutual, Prudential, and Wesleyan 6^ General, The 
Church of England appears also to have a certain amount 
of Sickness Assurance business, as its Life Assurance 
Account contains the entry "Sick Pay, j[^2^ . 1.3"; but 
this company has not given a separate statement of the 
business in question. 

2. Health and Accident Insurance, carried on by the Colonial, 

See also the Exchange account, 1873.* 

3. Fidelity Guarantee, carried on by the Planet, 



* The dates, 1872 and 1873, h^^e and elsewhere, refer — not to the date of the 
accounts — ^but to the date of the blue-book in which they appear. 
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4. Fire Insurance, carried on by the Alliance^ Atlas ^ Caledonian^ 

Church of England^ General, Guardian, Hand-in-Hand, 
Lancashire, Law Union, Liverpool 6^ London, London 
dr* Southwark, North British, Northern, Patriotic, Pro- 
vincial, Queen, Royal, Scot. CommerciaJ, Scot. Imperial, 
Scot. National, Scot. ProvincicU, Scot. Union, Union, 

« 

West of England, Yorkshire. 

5. Fire and Hail Insurance, carried on by the Midland 

Counties and Royal Farmer^. 

6. Fire and Marine Insurance, carried on by the Commercial 

Union, London Assurance, National of Ireland, (which is 
discontinuing the business) and Royal Exchange. 

The Liverpool &^ London has a " Capital Sum Insurance Fund." 
It appears therefore that the insurance of capital sums, payable at a 
fixed time independent of the chances of life, is a branch of its 
business; and a separate account of that branch should therefore 
have been given. 

244. The only other business referred to in the returns is that of 
taking money on Deposit; and the following companies which 
transact that business have made returns under the 3rd and 4th 
Schedules : — 



Bristol ^ London ."\ 
Emperor 
National Guardian 



> giving what is called a " Deposit Account." 



Exchange* . . „ >, " Deposit and Loan 

Account.'' 

^ , , r „ ,, Loan Account." 
Protector . .} 

Whittington . . „ „ " Investment Account." 

Of these, the National Guardian has given also a " Profit and 
Loss account ". 



* This company gives also (1873) an " Accidental Account" and a ** Sick 
Account," 
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246. These Deposit and Loan accounts are mostly of a very 
confused and unsatisfactory character, and it appears very doubtful 
whether any of them should have been rendered under the 3rd 
and 4th Schedules ; and certainly no good purpose is served by 
giving them. I have therefore in all cases, except that of the 
National Guardian^ incorporated the Loan or Deposit Account 
with the Life Assurance Account My reason for keeping the 
account of the National Guardian distinct was that the accounts 
of the Loan business appear to be ^ kept quite distinct from those 
of the Life Assurance business, and .the expenses of manage- 
ment fairly divided between the two. In the following cases, 
no expenses at all are charged to the Loan and Deposit Account : 
Bristol and London^ Emperor^ Whittington, The Protector has 
charged all the expenses, proprietors' dividends, and commissions 
to the Loan account, and none to the Life account The Exchange 
and Pearl have carried the whole of their interest to the Loan 
account, while the Emperor on the contrary has carried the whole to 
the Life account. 

246. Some other companies which appear to take money on 
deposit, have given no separate returns of that branch of their busi- 
ness : — such as the Alexandra, Brit, Impl, Imperial Union, Law 
Property y National Widow^j Prudential, Temperance 6n Gen, 



247. The 3rd Schedule (which, for convenience of reference, is re- 
printed, together with the 4th Schedule, on the next page,) contains 
three " Revenue Accounts " : — 

No. !• Life Assurance Account. 

No. 2. Fire Account, with a note that when marine or any 
other branch of business is carried on, the income and 
expenditure thereof are to be in like manner stated in a 
separate account 

No. 3. Profit and Loss Account, with a note that this 
account is not required if the items have been incorporated 
in the other accounts of the Schedule. 
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CHAPTER VIL 



On the form of the Life Revenue Account prescribed by 
THE Third Schedule of the Act. 

248. The Life Assurance Account differs very little from the 
revenue account of the ist Schedule, and most of the remarks made 
on that will apply here. It will therefore only be necessary to refer, 
firstly, to the points in which the two accounts differ, and secondly, 
to the items which are affected by the combination of fire (or other) 
business with that of life insurance. The account commences with 
the amount of the Life Fund at the beginning of the year, which 
will of course be that given in the previous balance sheet ; it closes 
with the amount of the Life Fund at the end of the year, " as per 
Fourth Schedule '' ; and it contains a complete statement of all the 
sums credited or debited to the fund: in other words, it is an 
account of all the dealings with the Life Fund. 

249. The first item in the account is the Amount of Life Assurance 
Fond at the beginning of the year. The difference between this 
item and the corresponding one in the Revenue Account of the ist 
Schedule is that the latter gives the Total Funds, and therefore in- 
cludes the Shareholders' paid-up Capital, the Annuity Fund, if any, 
(unless a separate statement of the annuity business is given,) the 
Shareholders' Reserve Fund, if any, and the Depretiation Fund, if any ; 
while these are all excluded from the item we are now considering. 
It may be doubted whether it was intended to exclude the Annuity 
Fund. If it is to be excluded, it will follow that every company making 
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its returns under the 3rd and 4th Schedules and having an annuity 
fund, must be considered as having " separate accounts for annuities", 
and as such must give a separate statement of its annuity business. 
It seems more probable, however, that the item was intended to 
include the Annuity Fund, and that it should have been " Amount 
of Life Assurance and Annuity FunSs at the beginning of the year." 
I'he heading has been altered in this way by the Alliance^ and the 
following companies include the amount of their Annuity Fund in 
the item without altering the wording: — Caledonian, Royal Farmers* 
(1873), Scot NatiofiaL The following give in place of the item, the 
separate amounts of the Life and the Annuity Funds : — Protector, 
Provifuial, Royal Farmers* (187 2). 

Adopting this view, the Life Assurance Account will, when there 
is a separate Annuity Fund, be an account of the combined Life 
Assurance and Annuity Funds. The same note is appended to the 
Life Assurance Account as to the Revenue Account of Schedule i, 
and has already been fully considered in Arts. 92 and 93. 

250. Premiums, after deduction of reassurajiee premiums. The 
corresponding item in the ist Schedule is simply "Premiums," and 
this would suffice in the present place^ as the note appended to the 
I St Schedule, as to stating the net amounts after deduction of sums 
paid and received in respect of reassurances, applies to this Schedule 
also. 

251. Interest and dividends. Since the Shareholders' Capital is not 
included in the amount of funds with which the account starts, 
consistency would seem to require that the amount entered under 
this heading should be only the interest and dividends properly 
belonging to the Life Assurance Account ; that is to say, the interest 
and dividends earned by the Life Fund, if separately invested, or 
apportioned to it and carried to its credit, when not so invested. 
The Act, however, is silent on this point, as on so many others, and 
the companies have been left to treat the Interest account in what- 
ever manner they thought proper. 

252. Some companies,^ — the Gefieral, planet, Provincial, and Pru- 
dential, — have carried the whole of the interest received to the 
Life account, the effect of which is that, unless the accounts are 
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carefully looked into, the whole of the interest received by each 
of these companies appears to have been produced by its Life Funds ; 
whereas it is of course partly produced by the investments representing 
the Fire Fund and the Shareholders' paid-up capital. In the case of 
the first two of the above mentioned companies, if this is not borne 
in mind in calculating the average rate of interest on the funds, 
the result obtained will be very erroneous. The remaining companies 
carry part of the interest to the Life account, and part to the Fire 
account or other accounts filed; but, in general, no information is 
given as to the principle on which the interest is divided between the 
different accounts. 

253. Expenses of management. These of course should be only the 
expenses properly chargeable against the Life Fund. In some com- 
panies there is a distinct provision in the deed of settlement, or 
regulations of the company, as to the amount of the expenses to be 
charged against the Life Fund. In the London Assuratice^ no expenses 
whatever are charged in the accounts ; but the proprietors take in lieu 
of contribution towards expenses, one third of the total profits of the 
Participation Life Branches. In the Atlas an agreed percentage is 
charged, which at the present time considerably exceeds the actual 
expenses of the life business as charged in the account. In the 
Northern and Commercial Union there is a provision that the expenses 
shall not exceed a certain percentage of the premiums ; but in many 
other cases where a company transacts both fire and life insurance, 
there appears to be no definite rule as to the division of the expenses 
between the life and fire branches. In such cases, it is impossible 
to say how much of the total expenses is properly chargeable to the 
life business ; for when every item that clearly belongs wholly to the 
one or the other branch of the business has been set on one side, 
there will remain many others, such as Directors' fees, rent, and 
advertizing, which belong to both branches and must be divided 
according to some arbitrary rule ; and the result occasionally appears 
to be that the participating life policyholders are charged a much 
larger share of the total expenses than is equitable. This is one of 
the many objections to combining fire and life insurance business in 
a single company. 
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254. Dividends and Bonnses to Slrareliolders. It is to be noticed 
that whereas the Revenue Account of the ist Schedule contains the item 
" Dividends and bonuses to shareholders (if any)," there is no similar 
item specified in the Life Assurance Account of the 3rd Schedule : but 
it does appear in the Profit and Loss Account. The inference is very 
clear that the fi^amers of the Act contemplated that, the Shareholders' 
Capital being entirely excluded from the Life Assurance Account, 
the Dividends to Shareholders would klso be excluded. Notwith- 
standing this, the Gefieraly Planet, Prudential, which (as already men- 
tioned) have carried the whole of their interest to the Life 
Assurance Account, have also charged the Dividends to Shareholders 
to that account. In cases where the dividend paid to the shareholders 
is simply the interest earned by their paid-up capital, this course of 
procedure would make no difference as regards the Life Fund ; but 
when from any cause, such as from a considerable portion of the 
capital being lost, as was the case with the General, the capital does 
not produce the dividend paid to the shareholders, the result of this 
mode of treating the account is to diminish unduly the Life Fund. 
It may probably be argued that this course is justified in consequence 
of the shareholders having a right to a portion of the accruing profits 
of the life business ; but the propriety of taking a sum out of the 
fund in anticipation of profit not yet declared, and which may possibly 
never be realized, is, at all events, doubtful. 

255. The following companies appear in my Summary as paying 
Dividends and bonuses to Shareholders both in the Life Assurance 
Accounts and the Fire Accounts: — Church of England, Law Union, 
Royal, Royal Exchange, Scot. Imperial, Yorkshire; but in the four last 
of these the payment is in the nature of payment of their proportion of 
the profits of the life business. — In the Law Union, of ;£"! 1,247. i^j. 
appearing in the Life Account, ;^9,247. 16s, is the Shareholders' 
Proportion of life profits, and the remaining ;^2,ooo is called 
" Interest on Paid-up Capital," being 4 per-cent on the total paid-up 
capital of ;£^5o,ooo. If the interest on the investments representing 
this ;^S 0,000 amounted to exactly ;^2ooo, and was carried to 
the credit of the life assurance account, there is of course no 
objection to thus charging the account with interest on the paid-up 
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capital — In the Church of England by far the greatest part of the 
Dividend to Shareholders, namely ;^3,9os, is charged to the Life 
Assurance Account, and only the small sum of ;^73 is charged 
to the Fire Account. No information is given as to the principle 
on which the interest is divided between the Life account and 
the Fire account, or whether the interest on the investments repre- 
senting the shareholders' paid-up capital is carried to the credit 
of the life assurance fund. Judging from the figures, this appears 
to have been the case; and this will of course justify charging 
the account with interest to the shareholders. As a matter of 
fact, however, the dividend with which the account is charged is 
much more than the interest earned by the shareholders' capital; 
and, as far as can be gathered from the accounts without any 
explanation, the Life Fund appears, as in the case of the General^ 
to have been unduly diminished by payment of the shareholders' 
dividend and bonus. 
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CHAPTER VIII. 



On the form of the Fire Account and the Profit and Loss 
Account of the Third Schedule : their Defects, and 
Suggestions for their Amendment. 

256. The Fire Account is drawn up so as to be as far as possible 
analogous to the Life Account. It commences with Amount of Fire 
Insurance Fund at the beginning of the year, which will of course be 
the amount of the Fire Fund in the previous balance sheet. On the 
receipt side are to be entered the Fire Premiums and the other sums 
carried to the credit of the fund ; and on the other side, the fire 
claims and the other sums debited to the fund ; so that the account 
shows the manner in which the Amount of the Fire Insurance Fund 
at the beginning of the year has been altered to the Amount at the 
end of the year, — this latter agreeing with that entered in the Balance 
Sheet at the end of the year. It will be perceived that the Act 
allows considerable latitude in the drawing up of this account, the 
only item of receipt which is specified being Premiums. 

As mentioned above, there is a note appended to this account, to 
the, effect that the income and expenditure of marine or any other 
branch of business carried on, is to be stated in like manner in a 
separate account. The 4 companies mentioned in Art. 243 as 
transacting Fire and Marine business, have given separate accounts 
for their Marine business ; but the 2 companies which transact Fire 
and Hail Insurance have not given separate accounts for their Hail 
Insurance business. 
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267. The Profit and Loss Account also is drawn up so as to be 
as far as possible analogous , to the Life and Fire Accounts. It 
commences with " Balance of last year's account", which of course 
will be the amount of the Profit and Loss Balance stated in the 
previous balance sheet ; and the account shows how this has been 
altered to the balance of the fund at the end of the year, as stated in 
the balance sheet. 

258. Comparing the Fire Account and the Profit and Loss Account, 
we see that when both these accounts are given by a company, the 
premiums are to be carried to the former, and the profit realized 
to the latter; while it is left optional to the company to carry the 
interest to the one or the other account, or to both, as may be 
thought best. On the other hand, the losses by fire and the com- 
mission are to be carried to the Fire Account, while the dividends 
and bonuses to shareholders, and losses realized, are to be carried 
to the Profit and Loss Account. The item Expenses of Manage- 
ment is mentioned in the Fire Account; but inasmuch as there is 
the entry in the Profit and Loss Account " Expenses not charged 
to other accounts", it appears optional to the companies to charge 
the Fire Account with Expenses of Management or not as may be 
preferred; and it would perhaps have been better, and would at 
all events have been more consistent, to make no special reference 
to the item in the Fire Account. 

259. We have thus seen that the three revenue accounts given in 
the 3rd Schedule are accounts showing how the amounts given in 
the balance sheet as those of the Life Assurance Fund (or Life 
Assurance and Annuity Funds combined), the Fire Fund, and the 
Profit and Loss Fund, have been arrived at; or, in other words, 
accounts showing the dealings with those funds. 

260. Turning now to the balance sheet of the Fourth Schedule, 
(see p. 120) we see that it contains the following funds : — 

Shareholders' Capital. 
General Reserve Fund (if any). 
Life Assurance Fund. 
Annuity Fund (if any).. 

« 

Fire Fund. 
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Marine Fund. 

Profit and Loss (if any). 

Other funds, if any, to be specified. 

The " Other fiinds** given in the accounts of the companies may be 
divided into two classes, of which the following (which form, however, 
but a small part of the fimds given), may be taken as fair repre- 
sentatives : — 

Class 1. Class 2. 

Sickness Assurance Fund. Sinking Fund. 

Accidental Death Fund. Depretiation Fund. 

Guarantee Fund. Reserve and Contingent Funds. 

Endowment Fund. Mortgage Reserve Fund. 

Dividend Reserve Fund. 

261. Now we observe that the note appended to the Fire Account 
requires ^ separate account to be given of the Marine or any other 
branch of business carried on; in other words, companies are to 
furnish a separate account of the dealings with the Marine fund, if 
any, and with the other funds given above in Class i ; but no account 
is required to be given of the Shareholders' Capital, nor of the General 
Reserve Fund (if any), nor of the various fimds contained in Class 2. 
The consequence of this is that certain portions of the companies' 
transactions, which may be of a very important character, are wholly 
withdrawn from sight.- 

262. Thus, as regards the interest received by the company. It is 
a common practice to divide the interest proportionately between 
the different funds : an unknown amount of interest may therefore 
be carried to the Guarantee Fund, Sinking Fund, and Other fimds 
mentioned, without any mention of the transaction being made in 
the accounts. It may be supposed at first sight that this is contrary 
to the intention of the framers of the Act as indicated by the item 
in the Profit and Loss Account, " Interest and dividends not carried 
to other accounts". This would be the case if that item ran " Interest 
and dividends not carried to the other accounts of this Schedule^^ ; but, 
whatever the intention, the actual wording of the Schedule leaves it 

to the companies to carry any part of the interest and dividends 
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they think proper, to accounts which axe not included in the returns 
to the Board of Trade. 

263. Again, as regards sundry profits, a company may in certain 
cases consider that these may be more properly carried to the 
General Reserve Fund, or one of the other funds, than to the Profit 
and Loss Account; and if they are so carried, they will not appear 
in the account This has actually been the case in the account of 
the London Assurance^ where an amount of ;;£^357. loj., which I 
understand to be unclaimed dividends, has been carried to the 
General Reserve Fund. 

264. On the other hand, considerable losses may be written off out 
of the above mentioned fimds, without any mention of the transaction 
being made in the accounts. It is true that the Profit and Loss 
Account contains the item " Loss realized (accounts to be specified)"; 
but when a company has a fund set apart specially to meet losses of 
a certain kind, (as, for instance, a depretiation fund to cover losses 
by failure of securities, or a sinking fund to make good losses by 
expiration of leases or the like,) the company will scarcely consider 
itself bound to write off such losses thro' the medium of a profit and 
loss accoimt, instead of thro' the account which was originally con- 
stituted to provide for the same. Thus in the accounts of the 
Scot Provincial the General Reserve Fund has diminished fi:om 
;;^2S,4is. 9^. 9^. in 1872, to ;;£^io,6i3. ds. in 1873; and it requires a 
careful study of the accounts to ascertain that the difference has been 
carried to the Life Accounts under the heading, "Additional interest 
for the last five years, to bring the rate of interest up to 4^ per 
cent" 

265. A careful comparison of the accounts given in the two blue- 
books shows that there have actually been various dealings (besides 
those just mentioned) with several of the funds, the particulars of 
which are not given in the accounts. Thus, in the Atlas ^ the fund 
called " Guarantee Premiums on Foreign Assurances " has increased 
firom ;^4So. \25, Zd, in the former account to ;^i,98i. 6j. 4^. in the 
latter; and the difference, ;^i,53o. 13^. 8^., must therefore be a 
receipt which has not been entered anywhere in the accounts rendered. 
(In 187 1, this company gave among the funds, "Interest received in 

K 
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Advance (Life), £^46, 6s, $dJ\ in reference to which it is to be ob- 
served that it would be more correctly entered as a sum owing instead 
of as one of the funds. See Art 121.) — In the Caledonian account, 
the "Fire Reinsurance Fund" has increased from ;^2,26s. 15^. 9^. to 
j£^y97S' 15^. 2//., the difference being (as in the case of the Atlas) a 
receipt not entered in the account. "Certain Trust Fimds" have 
diminished from ^2,007. 4s, 7//., to ;£'i,4io. 12s. 10//., so that the 
difference constitutes a payment which has not been entered in the 
accounts. — In the Commercial Umotiy the "Investment Reserve 
Fund" has increased from ;^3i4. 15^. id, to ;^794. os, 6//., and 
similar remarks to the above apply to the difference. — In the case of 
the Lancashire^ the " Birmingham Reserve Fund ;^25,87o", given in 
1872, has wholly disappeared in the next account, so that a payment 
of that large amount has actually been made without any reference to 
the circumstance appearing in the accounts. We are left to infer 
from the reports of the company in former years that the above 
amount (as well as the ;^3,i72. \2s, %d, mentioned in the Profit and 
Loss Account, and perhaps something further,) has been paid away 
to the shareholders of the Birmingham Fire Office for the purchase 
of the business of that company. There can be no question that 
the forms of the schedule should be so drawn up as to require a 
pa)anent of this nature to be specified; and this single instance, 
therefore, is sufficient to prove the necessity for an amendment of 
the Third Schedule of the Act. — In the Liverpool 6^ London^ the 
"Capital Sum Insurance Fund" has increased from ;;£'i, 691. 2s, 3//. 
to ;^i,902. 12^. 4d,y this difference again being a receipt that is not 
entered in the accounts. — In the National of Ireland^ the " Loan 
Account" (whatever this may mean) has diminished from ;^i,iSo to 
;^i,ioo, a payment of ;^so having been made thereout which is not 
entered in the account. — In the Queeny a fimd called the " Perpetual 
Policy Fund," amounting to ;;£'958. 8j. 4^., is found in the 1873 
blue-book, no such fund being given in the previous account. It 
appears therefore that certain items of receipt, instead of being entered 
in the accounts, have been appropriated to form this fund. — The 
exact contrary is the case in the RoycU Farmer^ account, as r^ards 
the fund called in 1872 "Reserve for policy 1889", or "Policy 1889 
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formation is given as to how the ;;£^2i2. 9^. 2d. has been disposed of. 
— In the Umon account the amount of the " Mortgage Reserve Fund" 
has increased from ;^7,949. 2s, /\d. to jQ%,2g2. i8j. 8^., the difference 
being therefore a receipt not entered in the account.-^l,astly, in the 
West of England, the "Guarantee Fund for Personal Seciuity" has 
diminished from ;^i,28i. 15^. id. to ;^i,i97. 13J. 3//., so that 
apparently the difference £^A' i^» io^- has been applied to write off 
a bad debt, instead of the amount being charged in the Profit and 
Loss Account As the Schedule stands at present, it cannot be 
said that these various companies have suppressed all mention of 
transactions that ought to have appeared on the face of their ac- 
counts; but rather that the form of the Schedules should have been 
so arranged as to require the transactions above indicated, to be set 
out in plain language. 

266. Those cases only have been mentioned in the last article in 
which there is nothing in the accounts to explain the alteration in the 
amounts of the funds. In some other cases, where funds of which no 
account is given are found to be altered, the accounts nevertheless 
enable us to trace completely the dealings with the fund. Thus, in 
the case of the Atlas^ we find in the Profit and Loss Account, 1873, 
" Transferred from General Reserve Fund, 1870, jQ^SA- ^^j. 6^."; and 
comparing the amount of the General Reserve Fund in the two balance 
sheets, we find that that fund has been diminished accordingly to that 
extent Similarly, the Profit and Loss Account of the Commercial 
Union, 1873, contains an entry "Amount carried to Reserve Fund, 
;;£'3o,ooo"; and we find that the General Reserve Fund at the end 
of the year is greater than it was at the beginning of the year by that 
precise amount The Church of England life account, 1873, contains 
the entry "Amount transferred to Premises Redemption Fund, 
;^5i. I2X. 6dJ*'y and this is seen to be the exact amount by which 
that fund has been increased in the year. In the Provincial life 
account, 1873, we find the item "Shareholders' proportion of Life 
Profits, ;^89o. 17J. 2^."; and comparing the balance sheets in the 
two blue-books, we find that the " Proprietors' Life Assurance Reserve 
Fund" has increased by ^445. 8j. 7^., being half of the above 

K 2 
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amount, and that the other half has been made the nucleus of a 
new fund called "Proprietors' Dividend Fund". In the Patriotic 
Profit and Loss account, 1873, ^^ ^^^^ ^^e rather vague entry on 
the receipt side "General Reserve Fund Account, ;^2,237. \\s, 10//."; 
and comparing the amounts of the General Reserve Fund in the two 
accounts, we see that it has been diminished by that exact amount 
The Queen Fire account, 1873, contains the entry "Amount carried 
to Reserve Fund, ;^3,o79. Yds, 3//."; and a comparison of the balance 
sheets shows that the General Reserve Fund has actually been in- 
creased by that amount. This Company in each balance sheet states 
in an inner column the amount of the General Reserve Fund in the 
previous account, and explains what addition has been made, thus 
virtually giving an account of the dealings with the fund. 

267. Again, since no account is required to be furnished of the 
Shareholders' Capital, if the capital of the company has been increased 
by the igsue of new shares, the sums so received will nowhere appear 
in the account as a receipt It will be found by comparing the two 
balance sheets that the shareholders' capital of one year is greater 
than that of the previous year, and the increase of the capital can 
thus be indirectly traced ; but if the company has issued its shares at 
a premium, and this premium has not been carried to the Profit and 
Loss Account, but for example to the General Reserve Fund, there 
will be nothing whatever in the account to indicate the fact 

268. Thus the capital of the National Guardian has increased 
from ;^8,o8o (1872) to ;^8,2io (1873), ^^^ ^^ additional sum paid 
up is nowhere entered as a receipt. — The capital of the Northern has 
increased fi*om ;^97,24S to ;^99,i2o, the difference nowhere appear- 
ing in the account. There is however in the Profit and Loss Account 
the Entry " Premium on Reserved Shares issued, ;^4,248. loj. o//." — 
In the case of the Caledonian^ the paid-up capital has increased ;£^ioo, 
and in the Fire Account there appears the entry "Shares of the 
Company disposed of, ;^65o", of which apparently ;^ioo is capital 
and ;^S5o premium. If the forms of the Third and Fourth Schedules 
had been strictly followed, this ;^ioo would not have appeared in 
the account; but the Fire Account filed by the company, instead 
of commencing with "Amount of the Fire Fimd", as required 
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by the Schedule, commences with the total of the Fire Fund and 
the Shareholders' Capital paid up. — Lastly, the Capital of the Scot. 
National has increased from ;^5S,ooo to ;^6o,ooo, the increase 
being explained by the entry in the so-called "Fire and General 
Profit and Loss Account ", " Transferred to paid up Capital as an 
addition thereto out of Profits, ;^5,ooo". 

269. These defects in the form of the Schedules appear to have 
been felt by several of the companies, who have accordingly made 
various attempts to improve on them. Thus, as already mentioned, 
the Caledonian fire account is so arranged as to include the Share- 
holders' capital; the "amount of the fire insurance fund at the 
beginning of the year", with which the account commences, in- 
cluding not only the fire fund, but also the paid up capital. The 
Guardian gives what is called a "Shareholders' Capital Revenue 
Account", which commences with the item "Amount of Share- 
holders' Capital Account ", being the total of the p^id up capital, 
balance of profit and loss, and unpaid dividends and bonuses to 
shareholders. The Scot, National profit and loss account (1872) 
commences with the "Balance of last year's account", being the 
total of the paid up capital and the reserve fund. In 1873 ^^ P^d 
up capital is omitted from the account 

270. There are two distinct ways in which the above mentioned 
defect of the Third and Fourth Schedules may be remedied. In the 
first place, each company might be required to give an account of 
every one of the funds which appears in its balance sheet, so that 
there would be as many accounts as there are fimds in the Fourth 
Schedule. Or, secondly, the analogy of the First Schedule might be 
followed, and a single revenue account be given, showing the growth 
of the total funds exclusive of the life funds. I shall give further 
on my reasons for thinking that the latter of these courses is on 
the whole greatly to be preferred. The form I would suggest for 
the purpose is as follows : — 
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No. 2. General Revenue Account, exclusive of the Life 

transactions. 



Amount of total funds, exclusive 
of the Life Funds, at the 
beginning of the year . . . 

Fire premiums received after 
deduction of reassurances . . 

Marine do 

Other do 

Interest and dividends, exclusive 
of interest and dividends on 
the Life Funds 

Profit and loss (accounts to be 
specified) 

Other receipts (to be specified) . 



£» s.d. 



Losses by fire after deduction of 
reassurances 

Marine claims . . . . • • 

Other do 

Expenses of Management* . . 

Commission 

Dividends and bonuses to share- 
holders 

Losses realized (accounts to be 
specified) 

Other payments (to be specified) 

Amount of total fimds, exclusive 
of the Life Funds, at the end of 
the year, as per balance sheet 



£» 5,d. 



* Exclusive of amount charged to life accounts. 

This is the form in which the figures relating to the various com- 
panies are arranged in Table II of my Summary. 

271. It would be necessary to provide that the life account should 
be credited only with the interest that properly belongs to it, — ^that 
is to say, that is earned, or supposed to be earned, by the life funds : 
also that the life account should not be charged with dividend on the 
shareholders' capital. 

272. If further particulars are desired in the above account, it 
might be optional for the companies to give in an inner column the 
division of the interest on the one side, and the expenses of manage- 
ment on the other, into the separate amounts belonging to each of 
the funds. It might also be desirable to give in an inner column the 
separate amounts of the various funds composing the first and last 
items in the above account 

The Balance Sheet would require to be slightly altered also, as 
described in Art. 296. 

273. As an illustration of the above form, I subjoin 'the account 
of the London Assurance for 187 1. 
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CHAPTER IX. 



Contains an examination of the Fire Accounts and Profit 
AND Loss Accounts actually filed by the different 
companies. 

274. I will now proceed to consider the nature of the Revenue 
Accounts that have been actually rendered by the different com- 
panies making returns under the Third & Fourth Schedules. Altho' 
separate forms are given in the Third Schedule for a Fire Account 
and a Profit and Loss Account, a note is added to the latter, which 
virtually gives the company the option of rendering only one account, 
by incorporating in the Fire Account the items asked for in the Profit 
and Loss Account. The reason for giving this option to the com- 
panies probably was that some of them have been in the habit of 
rendering to their shareholders a Profit and Loss Account, while 
others have introduced the particulars into one of their other 
accounts, and it was thought desirable not to introduce too great 
and sudden a change in their practice. The result of allowing this 
option has, however, been far firom satisfactory, as the variations in the 
method of presenting the accounts greatly increase the difficulty of 
comparing the accounts of the companies with one another. 

275. The following are the companies which have included in their 
returns a Profit & Loss Account distinct from the Fire Account: — 
Alliance^ Atlas^ Commercial Unioriy Lancashire^ Law Union, Liverpool 
&* London, London Assurance, London &* Southwark (1873), Midland 
Counties, National of Ireland, Northern, Patriotic, Royal (1873), 
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RoycU Exchange, Royal Farmers\ Scot, National (1872), Scot, Pro- 
vincial, Yorkshire. 

276. The Guardian gives an account described by the somewhat 
curious title of " Shareholders' Capital (Revenue) Account," which is 
apparently intended to take the place of a Profit & Loss Account; 
but it is not in the form ot the Profit & Loss Account of the 
3rd Schedule, for it introduces the amount of the Shareholders' 
Capital Account at the beginning and end of the year. 

The Caledonian also includes the amount of the shareholders' paid- 
up capital in the amount of the Fire Fund at the beginning and end 
of the year. The Scot. National did so in the 1872 blue-book j but the 
subsequent account is of a totally different form, and the connection 
between the two sets of accounts is not at first sight obvious. 

The Scot. Commercial {\Zi2i) gave an account of its "Reserve and 
Contingent Funds". 

277. The following companies do not give a Profit & Loss Account 
distinct from their Fire Account: — Caledonian, Church of England, 
General, Hand in-Hand, London d^ Southwark {i^^ 2), North British, 
Provincial, Queen, Royal (iSj 2), Scot. Commercial, Scot. Imperial, Scot, 
National {1%']'^, Scot. Union, Union, West of England, 

278. It is to be noticed that the Royal, instead of giving a Fire 
Account in the form of the Schedule, gave in 1872 what it calls a 
"General Reserve Fund and Fire Profit and Loss Account", (which 
is perhaps on the whole a more satisfactory form than that contained in 
the Act), and has in 1873 retained the same heading, for an account 
from which the fire premiums losses and expenses are excluded: 
also that the Scot. Co7timercial in 1872 called its Fire Account, " Profit 
and Loss Account," which is so gross a departure from the forms of 
the Act that it is surprising the Board of Trade should have accepted 
the return. The Hand-in-Hand accounts are peculiar in that they 
commence with the " Amount of Accumulated Fund (Life and Fire) 
at the beginning of the year"; the reason for this being that, as stated 
ih the balance sheet, the accumulated fund is liable for both fire and 
life losses. ' 

279. The companies which, as stated above, give a Profit and Loss 
Account (or its equivalent) distinct from the Fire Account, have not 
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all treated it in the same maimer j or it may be rather said, have 
treated it in totally different manners. 

280. Thus, as regards the Expenses of Management not charged 
to the Life Account, three different courses have been pursued: — 

Firsty Some companies have charged the whole to the Profit & 
Loss Account. 

Secondly^ Some companies have charged the whole to the Fire 
Account. 

Thirdly^ Some companies have charged a part to the Fire Account, 
or Fire and Marine Accounts, where the latter exists, and a part to the 
Profit & Loss Account 

281. As regards the Interest and Dividends not credited to the Life 
Account, some companies have carried the whole to the Profit & 
Loss Account ; others have divided it between the Fire Account, the 
Marine Account (where such exists,) and the Profit & Loss Account. 

282. As regards the Losses on Agents' Balances, &c., some com- 
panies have charged them to the Profit & Loss Account, and some 
to the Fire (or Fire and Marine) Accounts. 

The names of these companies will be given further on imder the 
various headings, Expenses of Management, &c. 

283. In still another respect, a difference of practice prevails. While 
with most of the companies the Profit and Loss Fund is a permanent 
one, the London Assurance^ Midland Counties^ Scot, Provincial, and 
Yorkshire, appear to close the account every year ; — ^retaining sufficient 
to pay a year's dividend to the shareholders; and carrying the balance, 
if such exists, to the Fire Fund or the General Reserve Fund ; or 
making good the deficiency, if needfiil, out of one of those fiinds. 

284. It thus appears that the result of giving the companies the 
above mentioned option has been to lead them to give returns differing 
in a most remarkable manner, — a circumstance which greatly increases 
the difficulty of comparing the accounts one with another. This 
must always be the case so long as any option is allowed to the 
companies. If now the companies were required to give a separate 
account of each of the funds appearing in the balance sheet, it would 
still be optional with them to have a greater or less number of funds, 
and the accounts rendered would therefore differ according as a 
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company has a greater or less number of funds. It appears therefore 
better to require one simple uniform account from all the companies 
in the form proposed in Art 270, leaving them to render to their 
shareholders such accounts of separate funds as they may think 
desirable. 



I proceed now to consider certain items of the Fire and Profit & 
Loss Accounts. 

285. Interest and dividends not carried to other accoimts. For 
the reason mentioned in Art. 262, it would be better that this item 
should be altered to " Interest and dividends not carried to the other 
accounts of this Schedule"; but, as far as can be ascertained from an 
examination of the accounts, the whole of the interest received by 
the companies seems to have been entered in the revenue accounts 
filed. The arrangements, however, as to the division of the interest 
and dividends between the various accounts, are remarkable for their 
variety. 

286. Thus, considering only the companies which transact Fire 
insurance business, and disregarding those which transact . Sickness, 
Guarantee, and Deposit business, it will be found on examiningthe 
accounts, that 

Firstly^ The General and the Provincial have carried the 
whole of the interest to the Life Assurance Account. 

Secondly^ The following have carried part to the Life Assurance 
Account and part to the Fire Account, having no 
separate Profit and Loss Account : — Caledonian^ Church 
of England^ London 8f Southwark (1872), North British^ 
Queen^ J^oyal {iSy 2), Scot Imperialy Scot National {iZ'i'^y 
Scot. Uniony Union^ West of England {iZt ^). 

Thirdly y The following have carried part to the Life Assurance 
Account, and part to the Profit and Loss Account, but 
none to the Fire Account : — Atlas^ Lancashire, Liverpool 
&» London, London Assurance, London &» Southwark 
(1873), Midland Counties, Natiotml of Ireland, Northern, 
Patriotic, Royal Farmer^, 
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Fourthly^ The following have carried part to the Life Assurance 
Account, part to the Fire Account, part to the Marine 
(when there is such an account), and part to the Profit 
and Loss Account : — Alliafice, Commercial Umon, Guar- 
dtan^ Law Union, Royal (1873), Royal Exchange, Scot 
NationcU {iZt 2), Scot Provincial, Yorkshire. 

Lastly, The West 0/ England {i^^t 2), has given a Fire Account 
which contains no item of " Interest and Dividends", and 
has nevertheless given no Profit and Loss Account. In 
the subsequent account it has credited the Fire Account 
with interest on the " Reserved Fund". 

287. In the cases where the interest received is divided between 
different accounts, information is seldom given as to the principle on 
which it is so divided. It may be presumed that in such cases the Life 
Account, the Fire Account, and the Profit and Loss Account, will each 
be credited with such a portion of the interest as the corresponding 
fund has produced (or may be supposed to have produced) in the 
course of the year; but there remains the interest produced by the 
investments representing the paid-up capital. To which account has 
this interest been carried in each case? In the following cases the 
accounts state it has been carried to the Profit and Loss Account; 
Alliance; Northern, (which gives the entry, " Balance of Interest 
Account, after crediting the Life and Annuity Funds with their 
respective proportions"); Scot, National, 1873, (which gives the entry, 
" Interest and Dividends not carried to the Life Account"); Yorkshire, 
It would be very desirable that the item in the Life Revenue Accoimt 
of Schedule 3 should be altered to " Interest and Dividends on (or 
belonging to) the Life Assurance Fund". 

288. Premiums received after deduction of reassurances. The 

word " received", that is inserted here, is not without special signi- 
ficance. It shows that no fire premiums are to be entered in the 
account except those actually received by the company or its agents, 
whereas in the Life Assurance Account the premiums entered are not 
those received in the year but those falling due in the year. Thus 
the premiums due and unpaid at the end of the year, the days of grace 
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not having expired, are to be entered in the Life revenue account but 
not in the Fire revenue account 

289. Expenses of Hanagement. Under this headmg I have m- 
cluded a variety of payments made by the companies, of which the 
following are specimens : — 

CK of England, Rates & Taxes — Repaurs — Stamps. 

Comm, Union. — Yorkshire. Engine Establishments and Salvage 

Corps. 
Z/iw Union. Metropolitan Fire Brigade. — Fire proportion of 

amount voted to widow of the late Solicitor. — Agency 

extension expenses. 
Liv. &* London. Surveyors' Fees & Expenses. — Contributions to 

Fire Brigades at Home & Abroad — State Taxes (Foreign). 
Royal Farmer^. Agents' petty expenses. 
Scot. Comml. Agency charges and Commission. (Here the 

"Commission" should have been stated separately from 

the other charges"). 

All of these items relate to expenses incidental to the canying on 
of the business, and should be included under the general heading 
" Expenses", tho' their amount might be separately stated in an inner 
column. 

290. As stated in Art. 280, three courses have been pursued with 
reference to the place in the account assigned to the Expenses. 

Firsts The Atlas and London Assurance have charged the 
whole to the Profit and Loss Account 

Secondly, The following companies have charged the whole to 
the Fire Account : — Alliance, Guardian, JLancashire, Law 
Union, London 6f* South. (1873), Midland Counties (Fire 
and Hail), Northern, Royal (1873), RoycU Farmers' (Fire 
and Hail), Scot. National, Scot. Provincial, Yorkshire. 
Of these, however, some have charged to the Profit and 
Loss Account certain payments, which, according to the 
principles I have elsewhere laid down, should have been 
included in the Expenses of Management. The sums 
written off in the course of the year for the purchase of 
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other companies' businesses have been thus treated by 
the Lancashire^ Mid, Counties (1873), and Northern 
(1873) ; the reduction in value of the lease, by the Lan- 
cashire; preliminary expenses, by the Lond, 6f* South. 
(1873); and allowances to retired officers of the company, 
by the Northern and the Scot. Provincial. 

Thirdly f The following have charged a part to the Fire Accoimt 
(or Fire and Marine Accounts, where the latter exists), 
and a part to the Profit and Loss Account : — Commercial 
Union^ Liverpool atid London, National of Ireland, Patriotic, 
(in 1873 this company charges no expenses to the Marine 
Account), RoycU Exchange. 

291. In Table II of my Summary, the whole of the expenses not 
charged to the life account, are brought together in a single total, 
however they may have been dealt with by the companies. There is 
a good reason for keeping the Life expenses distinct from all others, 
because their amount will affect the bonus of the policyholders ; but 
no such reason exists for any division of the general expenses of the 
company. * 

292. As regards the Losses on Agents' Balances, &c., the following 
companies have charged the losses of this nature to the Profit and 
Loss Account : — Midland Counties^, National of Ireland, Northern, 
Scot. Provincial. The following have charged them to the Fire or 
Marine Account : — Commercial Union, Law Union, London Assurance, 
Royal Exchange, Royal Farmers^. 

293. The profit or loss on investments appears to have been in all 
cases carried to the Profit and Loss Account. 



M3 



CHAPTER X. 



On the form of the Balance Sheet of the Fourth Schedule 
OF THE Act. 

294. The Balance Sheet of the Fourth Schedule closely resembles 
that of the Second Schedule; the Assets side of it being in fact 
precisely identical. The principal differences on the Liabilities side 
are (i) the insertion of 

General Reserve Fund (if any), 

Fire Fund, 

Marine Fund, 

Profit & Loss (if any), 

in addition to the funds of the 2nd Schedule. (2) The omission of 
the words "Total funds as per first Schedule." (3) The insertion 
among the sums owing, of " Outstanding Fire Losses", "Do. Marine 
do." (4) The placing of all the " Sums owing" in an inner column, 
and canying out the total under the total of the funds. 

295. The words "paid up (if any)" are omitted after "Share- 
holders' capital" — an omission for which I can see no good reason. 
It seems quite as important to have the words "paid up" here as in 
the case of the Life companies; and since there is one mutual fire 
insurance company — ^the Hand-in-hand, — the words " if any" should 
also be inserted. 

296. If the form of the Revenue Accounts were altered as suggested 
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in Art. 270, the Liabilities side of the Balance Sheet should also be 
altered to the following: — 



Liabilities. 



Life Assurance Fund . . 
Annuity Fund (if any) . . 



Total of Life Funds, as per Life Assurance Account 



Shareholders* Capital paid up (if any) 

General Reserve Fund (if any) . . 

Fire Fund 

Marine Fund (if any) , . 

Profit and Loss (if any) . . 

Other funds, if any, to be specified 



Amount of the total funds, exclusive of the Life Funds, 
as per No. 2 Revenue Account 



Claims under Life Policies admitted but not 

yet paid 
Outstanding Fire Losses 
Do. Marine do. 
Other sums owing by the Company (Accounts 

to be specified) 



£ s. d. 


£ s. d. 


Account 


£ 


£ s, d. 




e Funds, 




• * 


£ 


£ s. d. 

m 






£ 




£ 



The Assets side would require no alteration. 

297. The practice of the companies with regard to the funds entered 
in the Balance Sheet is very various; and certain companies have given 
their accounts in different forms in the two blue-books; namely, the 
Caledonian^ Idv, 6^ London^ Royal, Scot CommL, Scot, NatL Most 
of the funds given in the accounts of each company are shown in the 
following table. 
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Shareholders' 


Life 


Annuity 
Fund. 


Fire 


General 


Profit 


Name of Company. 


Capital 


Assurance 


Insurance 


Reserve 


and 




paid up. 


Fund. 


Fund. 


Fund. 


Loss. 


Alliance 


« 


* 


« 


« 


• • • 


« 


Atlas . . 


• « 


« 


■ • • 


* 


« 


« 


Caledonian, 1872 . . 


« 


« 


« 


« 


• • • 


... 


Do. 1873 .• 


« 


« 


« 


* 


• ■ ■ 


1 

*x 


Ch. of England 


« 


« 


• • • 


« 


• • • 


• • • 


Comm. Union 


# 


# 


• • • 


« 


« 


• 


General 


# 


1^ 


• • • 


« 


• • • 


• • ■ 


Guardian 


# 


« 


* 


* 


• • • 


«3 


Hand-in-hand 


■ ... 


... 


• • t 


. • • 


• • • 


• • • 


Irfincashire . . 


# 


« 


• • • 


... 


• • • 


«3 


Law Union . . 


4 


« 


■ • • 


« 


■ • ■ 


« 


Liv. & London, 1872 


« 


« 


« 


• • • 


« 


« 


Do. 1873 


« 


* 


« 


• ■ • 


« 


... 


London Assurance . . 


# 


# 


... 


« 


* 


« 


London & Southwark 


# 


^ 


... 


• • • 


• . 


... 


Mid. Counties . . 


# 


4t 


... 


• • • 


... 


« 


Nat. of Ireland . . 


4 


« 


« 


« 


« 


• 


North British 


# 


tt 


n 


« 


• • • 


• • • 


Northern 


u 


^ 
^ 


41 


# 


• ■ • 


# 


Patriotic 


1. 


n 


... 


« 


« 


• 


Provincial 


< 


« 


# 


• • • 


... 


• 9 • 


Queen 


♦ 


* 


« 


« 


« 


• • • 


Royal, 1872 


« 


« 


« 


• • • 


« 


« 


Do. 1873 


« 


« 


« 


«4 


* 


« 


Royal Exchange 


« 


« 


* 


« 


... 


« 


Royal Farmers* 


« 


« 


* 


« 


... 


•5 


Scot. Commercial, 1872 . 


* 


« 


... 


«6 


«7 


• • • 


Do. 1873 • 


» 


« 


... 


• 


• •7 


• • • 


Scot. Imperial 


* 


« 


« 


« 


• • • 


• • • 


Scot. National, 1872 


♦ 


* 


« 


« 


• • • 


•9 


Do. 1873 


» 


* 


« 


«8 


• •• 


• • • 


Scot. Provincial 


» 


« 


« 


« 


« 


« 


Scot. Union 


« 


« 


• • • 


... 


# 


• • • 


Union 


* 


» 


• • • 


# 


• • • 


• • • 


West of England . . 


• 


* 


« 


« 


• • • 


• • • 


Yorkshire 


• 


* 


• • • 


« 


• • t 


• • • 



1 " Fire Reserve Premiimi Account subject to Dividend." 
** Balance available for future Dividend." 
" Reserve Fund." 

** Unearned Premium on increased revenue." 

" General Reserve Fimd " in 1872, and ** Fire and Special Fimd " in 1873. 
" Profit and Loss." 
" Reserve and Contingent Funds." 
" Shareholders' Reserve Funds." 
g. „ ** General Reserve Fund." 

In the above Table each («) denotes that the account contains the fund standing at the head of 
the column, and each (...) that the account does not contain it. 



I. \ 


^aii 


2. 


»» 


3- 


»» 


4- 


f 


5- 
6. 


>> 
»» 


7- 
8. 





298. It will here be noticed that the Hand4n-hand is singular in 
that it give5. neither Shareholders* Capital, nor Life Fund, nor Fire 
Fund. It is, in fact, a mutual company, and gives in its balance 

L 
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sheet the entry "Accumulated Fimd, which is liable for both Life 
and Fire." In my Summary I divided this fund conjecturally be- 
tween the Life and the Fire accounts, but have been since informed 
that the sum I entered as the Fire Fund is much too small. 

299. The Royal Exchange states that its General Reserve Fund is 
included in its Fire Fund. The Northern states that it formerly had 
a General Reserve Fund but no special Fire Fund, and that it was 
thought more in accordant with the spirit of the Act to do away 
with the General Reserve Fund, apportioning it between the Non- 
participation Life Fund and the Fire Fund. 

800. In addition to the funds set out in the preceding table, the 
Sinking and Depretiation Funds treated of in Articles 107 to 109, 
and the Marine, Sickness, and Guarantee Fimds of the companies 
transacting those classes of business, the following special funds are 
found in the accounts : — 

{a) Requiring further explanation : 

" Guarantee Premiums on Foreign Assurances." Atlas. 
" Reinsurance Fund (Fire).'' Caledonian, 
" Birmingham Reserve Fund." Lancashire, 1872. 
" Permanent Fire Policy Deposit Fund." Liv. 6r* London, , 
"Late Royal Exchange Assurance Company of Ireland." 
Natl, of Ireland, 
, " Dividend Reserve Fund." Natl, of Ireland, 1873. 
" Proprietors' Dividend Fund." Provincial, 1^7 3« 
" Proprietors' Life Assurance Reserve Fund." Provincial, 1873. 
" Perpetual Policy Fund." Queen, 1873. 

The Board of Trade might very properly have required the com- 
panies to give in their accounts a full explanation of these items. 

(V) Should have been placed imder Sums Owing : 

" Loan Account." Lon, 6^ Southwark, 1872, Natl, of Ireland, 

" Claims under Life Policies admitted, not yet paid." Patriotic, 
1872. 

" Claims under Life Policies surrendered." Patriotic, 1873. 

" Agency Securities." Union,\Zi2, 

" Interest received in advance (Life)." Atlc^, 1873. 
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" Certain Trust Funds." Caledonian. ■ ' 

"Bills Payable " — " Unclaimed Dividends "—" Fire De- 
/ posits/' Comm. Union, 

" Unclaimed Dividends." Provincial. 

301. Whereas according to the form of the balance sheet con- 
tained in the Act, see page 120, each company should have given 
the total of all its Funds, the following have either given no such 
total, or have made no separation whatever between the Funds of 
the company and the Sums Owing, Church of England (1873), 
General, Lancashire, Law Union, Liverpool &* London (1873), 
National of Ireland, Patriotic, Queen, Royal, Scot. Commercial, Scot. 
ProvincicU, West of England, The balance sheet of the Guardian is 
presented in a widely different form from that contained in the Act 



302. The general conclusion as to the 3rd and 4th Schedules is 
that they are not so well drawn up as the ist and 2nd ; that while 
the latter are extremely well adapted to give information as to the 
companies transacting only Life business, the former require some 
fundamental alterations before they can be considered satisfactory* 
The very valuable feature of the ist and 2nd schedules mentioned in 
Art. 8, by which the charge of the total funds is traced from year to 
year and accurately accounted for, is absent from the jrd and 4tfa 
schedules ; and in addition to this, too great latitude is allowed to 
the companies in drawing up their accounts, the result of ndiicfa if a 
perplexing variety in the accounts deposited by the companief. 
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CHAPTER XI. 



Summary of Suggested amendments of the Schedules and 
OF further information that might be required from 
THE Companies. 

303. I will now briefly recapitulate the various suggestions made 
in the preceding pages for the amendment of Schedules i — 4. 

304. First Schedule. — Income. 

Amount of fands at the beginning of the year. It should be 
made clear that this includes the Interest accrued but not yet due, 
the unpaid half or third credit premiums, and the unpaid instalments 
of annual premiums payable by halfyearly or quarterly instalments ; 
but for this purpose no alteration need be made here, as it will 
suffice to introduce the items among the assets in the balance sheet. 
See Arts. 17, 18. 

Preminms. This item should be divided into (i) "New Annual 
Premiums", these being premiums received during the year in respect 
of poHcies before they have been a full year in force. (2) " Single 
Premiums". (3) " Renewal Premiums". See Arts. 33 — 35. 

Consideration for Annuities Granted. This should either be 
divided similarly to the Premiums, or should be altered to "Con- 
sideration for Immediate Annuities Granted", in which latter case all 
the single and periodical premiums for deferred or reversionary 
annuities would be included in Premiums. See Arts. 36, 7. 

Interest & Dividends. It might be well to add here, "including 
net rent of properties owned by the company, and discount on claims 
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paid before due". See Arts. 42, 3. A note should be appended to 
this item " After deduction of Interest Paid to Depositers and others". 
A new item that might with advantage be added to the Schedule is 
** Proprietors' Bonus added to Capital (if any)'*. See Art 49. 

305. First Schedule. — Outgo. 

Claimi under Foliciei. It is open to question whether this item 
should not be divided so as to show the separate amounts of the 
claims (i) under With-profit policies, (2) Bonus additions, (3) Without- 
profit policies, (4) Endowment Assurances matured, these being 
again divided into With & Without profits and Bonus additions. 
See Arts. 56, 7. 

Expenses of Management. It would be better if this item were 
simply Expenses. See Art. 67. 

Dividends and Bonuses to Shareholders. To this item might be 

added with great advantage the words, " payable on 

for the year endmg ". See Arts. 72 — 9. 

Other Payments (acconnts to be specified). It would be useful 
to specify in the Schedule the additional items, Bonus in Cash, — 
Bonus in Reduction of Premiums, — Income Tax, whether paid direct 
to Government or deducted from Interest & Dividends. This would 
indicate that the Bonus in Cash is to be stated as a distinct item 
apart from Surrenders: See Art 62. Also that the Premiums are to 
be stated without deduction of the Bonus Reductions of Premiums, 
and the Interest without deduction of the Income Tax. 

Note, as to Separate statement of annuity business. This note is 
unintelligible (see Art. 92); and it would be better to strike it out, 
and to provide that every company transacting annuity business shall 
maintain an Annuity Fund distinct from its Assurance Fund. If the 
note is retained, it should not ask for a statement of the annuity 
business, but for an account of the Annuity Fund : for every com- 
pany possessing such a fund could give an account of it, whether it 
has "separate accounts for annuities", or not. 

306. Second Schedule. — Liabilities. 

Annuity Fund (if any). A note should be added, requiring 
every <:ompany that has any annuity business to maintain an Annuity 
Fund distinct from its Assurance Fund. See Art 102. 
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310. Taking now a general survey of the information given by the 
Act, ^we see that it has enabled us to determine the total assets of the 
life insurance companies, their income from premiums and interest, 
and the total amount received annually for the purchase of annuities; 
and, on the other side of the account, the total amount paid for 
claims, annuities, commission, expenses, &c. Jn fact, the Act enables 
us for the first time to determine with anything like accuracy the 
amount of the business transacted by the life insurance companies 
of the country. It will be noticed, however, that the Act does not 
ask for inforrnation as to many points which it would be extremely 
desirable to have for statistical purposes. In particular, we learn 
nothing as to the amount of the new business transacted annually by 
the various companies. This is an extremely important item for the 
purpose of judging of the progress which life insurance is making 
among fhe community. Another most important omission is that we 
are not informed as to the total amount assured, and can only 
estimate it approximately. This, as well as the former information, 
could without any very great trouble be given by the various com- 
panies; and in any future amendment of the Act it would seem 
desirable that companies should be called on to furnish annually, in 
addition to the Revenue Account and Balance Sheet, the following 
information : — 

1. As to the new business. The number of policies issued in the 

business year. 

The sum assured thereby. 

The amount of the annual premiums 
thereon, distinguishing how much of 
this is ordinary premium and how much 
extra premium for foreign residence; 
also stating how much of the former 
has been allowed to remain on credit 

The same as to the new reassurances. 

2. As to the annuities. The number of annuities granted, and 

their annual amount. 
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^. As to the policies 6- The number of policies in forcjc At lh« 
annuities retnaining close of the business year. 
tn force. ^^^^ ^^^^ amount ftssurcd thereby, nnd 

the amount of existing bonuses on 
them; also, the amount of the tiro^ 
miums annually receivable. 
The number and amount of the annuities 

in force at the end of the year. 
The same as to the reassurances. 

311. In the Fire insurance business it is not so imfiortant to have 
the amount of the new business stated; but it wotild tn; very desirable 
to have a return of the total sum remaining insured at the eml (A 
the year, arranged, if possible, suxording to the rate of prttnixtm 
charged. 

312. Under the present law, those companies which transa/;t UAh 
fire and life insurance business, ore rerjuired to moke returns U? the 
Board of Trade ; but those which transact only fne insfiran/ e, f>f fire 
and marine insurance, make no returns. It is a (sur (\n^i4/ti Ujr 
consideration whether these latter companies thovild wA ols// \f^. 
required to make the same returns as the others^ H'hen f^/ttr^hi^ 
Hke the J^al Exchange and the LcfuUn Auurarue iat xtf^ixi^A to 
state ^le amount of their fire premiumsi ar>d expenses, it seems ^sth 
anomaly that others, such a^ the .SW« and Phcefdx^ mr^rj^M \/t exempt. 

313w Lastly, it is desirable that companies sho»ikl \j^ fcrbvMen to 
Ksoe accounta to the public, purportinj^ to h>e m oonfcrmiry with the 
Act, or Ite^rSig the hea/iings first ^A Suv/'^A ^Jt^itf^n'if^, 'uvtil tho^e 
accocmts have been ^jrjt^tjtti hy the Board of Tra^. T*ne A!^/A\r 
arrencftng the prepaianon c.f tny .Siimtnary of ^-^e aooo»int» Tr^,<it m«wi\ 
increased in cocser.uenre of certain oomp^nie^ har^ing^ ,n rep^y to 
n^ applicaiicn for ±e lioarr: of Trsuie retumJ^ *ent me ;3k7!0»mf* 
wiiscii. diiTered o;tLsuferar/iy from s^kOse ^vhioh tiib^er.uentiy ^/'/'ji^^A 
ia tiie Btae-ccck, Iz !s easy -x. conceive that ;n v.^ne oaues /*r/ 
aexioaa misunderstamiinas mi^hr arise from a -^rsrAioe of this /.n/i 
sad. it would :hereaye be ireil jO rorhid >. 
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INDEX 

To the passages in which the accounts of the various companies are 
referred to by name. The numbers given are those of the articles. 



Aberdeen— 34, 42, 81, 90 (7a), 122, 170, 176, 194, 213, 243 (i). 

Albion — 34, 78, loi, 123, 199, 224. 

Alexandra — 54 (5), 69, 103, 122, 246. 

Alliance— 40, 68, 69, 77 IV, 105, 131, 134, 136 (3 items), 138, 144 (2 itemi), 
148, 155, 162, 167, 175, 180, 193, 229, 243 (4), 249, 275, 286, 287, 290, 297. 

Argus— 54 (5) (2 items), $6, 77 III, 90 (5), 119, I2X, 122, X23, 131, 149, 170, 
176, 193, 214. 

Atlas— 23, 38, 52, 53, 54 (I), 54 (2), 77 II, 86, 90 (5) (3 items), 243 (4), 253, 
265, 266, 275, 286, 290, 297, 300 (a), 300 (b). 

Bristol & London — 90 (7a), loi, 122 (twice), 123 (2 items), 176, 199, 214, 244, 
245. 

British Empire— 57, 138, 144, 175 (twice), 193. 

British Equitable— $2, 54 (4), 77 IV, 78, 99, X08, 109, 1x7, 170, 174, 300, 304, 
214, 215. 

British Imperial— 69, 77 I (b), 90 (4), 90 (7a), XOI, 122, 123, X51, 176, 198, 199, 
206, 246. 

British Workman's — 54 (5), 90 (7c), 122, 176, X99 (twice), 

Briton— $2, 57, 78, 86, 90 ($) (2 items), 122, 123, 149, 170, 172, 174, 187, 189, 
200. 

Caledonian— 19, 56, 57, 77 III, 115, 123, 128, 136, 161, 162, 174, 175 (twice), 
176, 180, 186, 193, 200, 208, 230, 243 (4), 249, 265, 268, 269, 276, 277, 
286, 297 (3 times), 300 (a), 300 (bj. 

Church of England— 56, 57, 63, 77 IV, 90 (i), 90 (2), 90 (5), 107, 131, 133, 
136, 138, 172, 243 (I), 243 (4), 255 (twice), 266, 277, 2«6, 289, 297, yiu 

Citizen — Se^ Planet 

City of Ola^ow— 42, 52, 54 (4), 55, 77 II, 90 (5), 162, 175, 176, l«4, 193, 30«, 

Clcigy Mutual— 34, 131, 13^ 138, 144, 149, 193, 213, 243 (1), 

Qcrical— 34, 77 I (a), 129, 131, 136, 148, 149, 183, 201, 230, 

Colooial — loi, 191, 198, 199, 214, 243 (2), 

Commercial Unioo— 77 III, 77 V, 109, 124, 145, 182, 191, 193, 243 <6), 253, 
265, 266, 275, 286, 289, 290, 292, 297, 300 (hi. 



156 

Crown--49, 53. 54 (3). 54 (4), 54 (5). 77 HI, 90 (5) (2 items), 90 (7c), 97, 136, 
138, 180, 193, 200, 231. 

Eagle— 34, 77 II, 89, 90 (6), 119 (2 items), 136, 147, 159, 161, 170, 175, 176, 
187, 188 (twice), 227. 

Economic — ^44, 54 (3), 90 (7a), 136 (2 items), 180, 230. 

Edinburgh— 20, 34, 54 (5), 77 II, 86, 89, 90 (6), 97, 123, 128, 136, 162, 172, 
180, 193, 230. 

Emperor— 42, 54 (5), 69, 77 IV, 90 (7a), 90 (7c), 122, 1^52, 172, 214, 244, 245 
(twice). 

English & Scottish Law — 20, 34 (twice), 38, 58, 77 I (b), 90 (7c), 97, 193. 

Equitable— 34, 54(5) (3 items), 56, 62, 73, 90 (7a), 90 (7b), 90 (7c) (3 items), 138, 
213, 233, 240. 

Equity & Law— 34 (twice), 51, 52, 77 L (a), 90 (5), 159, 213, 231. 

Exchange— 90 (5), 90 (7a), 121, 122, 193, 213, 214, 243 (2), 244, 245. 

Free Methodist— 54 (4), 90 (5), lOi, 176, 194, 195, 199, 213. 

Friends' Provident — 42, 59, 90 (i), 120 (twice), 136, 144, 191, 193, 214, 215, 230. 

General— 52, 54 (4), 77 I (b), 90 (5), 126, 131, 138, 147, 149, 161, 162, 170, 199, 
202, 208, 243 (4), 252, 254 (twice), 255, 277, 286, 297, 301. 

Great Britain — 31, 90 (5), 123, 149, 172, 176, 187, 190. 

Gresham — 20, 34, 77 III, 81, 90 (5), 123, 124, 131, 149, 172, 176, 210. 

Guardian— 62, 64, 70, 77 IV, 90 (i), 93, 105, 115 (2 items), 122, 123, 134, 136, 
172, 174 (2 items), 180, 243 (4), 269, 276, 286, 290, 297, 301. 

Hand-in-Hand — 52, 243 (4), 277, 278, 295, 297, 298. 

Imperial — 61, 78, 93 (twice), 97, 120, 121, 136, 162, 170, 193, 204, 234. 

Imperial Union— 52, 54 (4), 90 (5), 90 (7a), 122, 123, 172, 176, 198, 199, 200, 
204, 210, 214, 246. 

Lancashire— 77 I (b), 133, 166, 211, 212, 230 (twice), 233, 243 (4), 265, 275, 
286, 290 (3 times), 297, 300 (a), 301. 

Law— 43, 77 IV, 97, 105, 113, 116, 122, 134, 175, 213. 

Law Property— 34, 42, 90 (5) (2 items), 90 (7a), 103, 122, 163, 170 (2 items), 176, 
208, 224, 226, 246. 

Law Union— 65, 77 I (b), 86, 90 (5) (3 items), 126, 149, 170, 172, 202, 243 (4), 
255 (twice), 275, 286, 289, 290, 292, 297, 301. 

Legal & General— 43, 52, 54 (3), 54 (4), 77 I (c), 97, 109, 119, 159, 162, 175, 
208, 213. 

Life Association of Scotland — 20, 77 IV, 133, 136, 164, 172, 176, 187, 190 (twice), 
204, 208, 217, 230 (twice). 

Liverpool, London & Globe — 65, 78, 93, 109, 123 (2 items), 131, 133, 136, 170, 
174, I75» 176, 180, 202, 210, 230 (twice), 243 (4), 243 (7), 265, 275, 286, 
289, 290, 297 (3 times), 300 (a), 301. 

London Annuity— 52, 54 (5) (2 items), 90 (7c) (2 items), 138, 145, 157, 176, 
213, 231. 

London Assurance — 30, 77 III (twice), 86, 90 (7b), 123, 126, 155, 193, 243 (6), 
253i 263, 273, 275, 283, 286, 290, 292, 297, 3ii. 

London Life Association— 90 (6), 134, 136, 137, 145, 170, 172, 193, 213, 230. 

London & Birmingham— 52, 54 (4), 90 (5) (3 items), loi, 123, 131, 170, 172, 
176, 182, 198 (twice), 199, 2CO, 213. 



157 

London & Lancashire — 34 (twice), 52, 77 I (b), 8l, 176, 200, 21 1. 

London & ManchestCT— 54 (4) (2 items), 69, 90 (5), loi, 122, 1 76, 194, l^ 19^ 

London & Provincial Law — 77 I (c), 84, 2 1 3. 

London & Southwark— loi, 103, 107, 122, 124, 159, 191, 198, 199, 236,243(4). 
275, 277, 286 (twice), 290 (twice), 297, 300 (b). 

Manchester Provident— 90 (5) (2 items), loi, 122, 176, 199, 214. 

Marine & General — 20, 35, 62, 90 (3), 180, 193, 236. 

Masonic— 77 IV, 90 (5) (2 items), loi, 172, 176, 193, 199 (twice), 213, 237. 

Metropolitan— 34, 90 (5), 120 (twice), 134, 136, 138, 213, 215, 23a 

Midland Counties — 60, 77 II, 90 (2), 109, 152, 162, 172, 176, 193, 199, ao8, 
212 (twice), 243 (5), 275, 283, 286, 290 (twice), 292, 297. 

Mutual — 34, 136, 138 (twice), 213. 

National— 35, 62, 90 (5) (2 items), 123, 131, 136, 172, 173, 200, 23a 

National of Ireland— 77 II, 78, 93, 122, 133, 157, 162, 233, 243 (6), 265, 27$, 
286, 290, 292, 297, 300 (a) (2 items), 300 (b), 301. 

National Guardian — 34, 77 III, 109, 122, 213, 214, 244 (twice), 245 (twice), 268, 

National Provident — 35, 42, 54 (4), 57, 69, 90 (5) (2 items), 103, 108, 109, 123, 
138, 176, 192, 193, 214, 233. 

National Widows' — 34, loi, 122, 176, 198 (twice), 199, 210, 246. 

New Albert— 54 (4), 90 (5), 122, 176, 213, 214. 

North British— 77 III, 86, 90 (3), 90 (5), 93 (twice), 122, 149, 162, 172, 193, 199, 
236, 243 (4), 277, 286, 297. 

Northern— 19, 56, 70, 77 III, 86, 93, 123, 131, 136, 137, 162, 172, 193, 243 (4), 
253, 268, 275, 286, 287, 290 (3 times), 292, 297, 299. 

North London— loi, 199, 213, 214. 

Norwich Provident — 52, 54 (4), 129, 144, 161 (2 items), 163, 176. 

Norwich Union — ^42, 56, 157, 159, 170, 175, 193, 201, 210, 213, 226, 230. 

Patriotic — 77 II, 78, 86, 90 (7c), 154, 170, 182, 200, 214, 243 (4), 266, 275, 286, 
290, 297, 300 (b) (2 items), 301. 

Pearl— 34, 69, 77 I (b), 90 (5) (3 items), 90 (7a), 120, 122 (twice), 123, 172, 
176, 244, 245. 

Pelican — 77 II, 98, 134, 136, 170 (2 items). 

Planet— 53, 77 III, 79, 131, 138, 176, 193, 203, 243 (3), 252, 254. 

Protector— 34, 77 III, 90 (4), 90 (7a), 122, 244, 245, 249. 

Provident— 43, 62, 63, 77 IV, 97, 105, 116, 158, 159, 233. 

Provident Clerks*— 26, 34, 57, 90 (7b), 136, 137, 231. 

Provincial— 42, 52, 77 II, 136, 144, 149 (twice), 172, 193, 198, 199, 219, 230, 
233. 243 (4), 249, 252, 266, 277, 286, 297, 300 (a) (2 items), 300 (b). 

Prudential— 19, 42, 54 (i), 54 (3), 54 (5), 77 II, 90 (i), 90 (5) (3 items), 107, 122, 
131* 159, i72» 180, 199, 201, 230, 236, 243 (I), 246, 252, 254. 

Queen— 77 II, 93, 123, 131, 133, 136, 145, 176, 180, 243 (4), 265, 266, 277, 286, 

297, 300 (a), 301. 
Reliance— 54 (3), 57, 90 (i), 90 (5) (2 items), 90 (7b), 159, 180, 203, 230. 

Rock— 53, 54 (4), 77 III, 97, 122 (twice), 134, 138, 162, 172, 201, 208. 

Royal— 56, 70, 78, 93 (twice), 129, 133 (2 items), 136, 159, 172, 212, 230, 243 (4), 
255f 275, 277, 278, 286 (twice), 290, 297 (3 times), 301. 



4 



iS8 

Royal Exchange— 54 (2), 77 III, 86, 90 (3), 90 (7a), 93 (twice), 119, 123 (2 items), 
13I1 136, I55» 157, 184, 193. 208, 243 (6), 255, 275, 286, 290, 292, 297, 
299, 312. 

Royal Fanners*— 54 (i), 77 II, 191, 192, 214, 243 (5), 249 (twice), 265, 275, 286, 

289, 290, 292, 297. 

Sceptre— 34, 69, 77 II, 90 (5) (2 items), 90 (7a), 90 (7c), 176, 205, 214. 

Scottish Amicable— 20, 42, 54 (2), 57, 59, 90 (7a), 131, 134, 136, 172, 175, 180, 
184, 193, 233. 

Scottish Commercial — 34, 77 V, 158, 161, 172, 176, 191, 210, 212, 233, 243 (4), 

276, 277, 278, 289, 297 (3 times), 301. 

Scottish Equitable — 25, 122, 124, 131, 137, 175, 231, 234. 

Scottish Imperial— 77 II, 93, 99, loi, 122, 124, 133, 145, 151, 174, 199, 206, 
243 (4), 255, 277, 286, 297. 

Scottish National — 34^ 56, 57, 62, 77 II, 123, 131, 137, 161, 162, 212, 230 (twice), 
243 (4), 249, 268, 269, 275, 276, 277, 286 (twice), 287, 290, 297 (3 times). 

Scottish Provident— 20, 42, 52, 54 (3), 57, 69, 90 (7b), 131, 133, 136, 172, 176, 
180, 193, 210, 230, 235. 

Scottish Provincial — 24 (twice), 62, 77 III, 90 (2), 93, 123, 149, 152, 162, 172, 
193, 211, 212 (twice), 230 (twice), 233, 243 (4), 264, 275, 283, 286, 290 
(twice), 292, 297, 301. 

Scottish Union— 78, 123, 131, 161, 162, 172, 175, 176, i8o, 186, 225, 243 (4), 

277, 286, 297. 

Scottish Widows* Fmid — 34, 36, 113, 124, 131, 136, 156, 176, 23a 

Security — See New Albert. 

Sovereign— 38, 52, 57, 77 III, 97, 131, 136, 162, 176, 193, 213. 

Standard— 20, 28, 42, 64, 69, 77 IV, 90 (3), 103, 158^ 161, 175, 180, 187, 188, 
193. 203, 218, 230, 234. 

Star — 77 II 109, 136 (2 items), 162, 170, 201 (twice), 205, 208, 214, 230. 

Sun— 77 III, 90 (3), 97, 131, 136, 162. 

Temperance & General — ^43, 90 (7a), 122, 123, 124, 136, 176, 193, 214, 246. 

Union— 20, 27, 77 I (b), 109, 123, 136, 162, 208, 214, 243 (4), 265, 277, 286, 

a97i 300 (b). 
United Kent— 54 (2), 78, 90 (7c), 97, 184, 213, 230, 233. 
United Kingdom— 54 (4), 90 (5), 172, 194, 214. 
Universal — 20, 78, 97, 103, 131, 136, 206, 231. 

University— 43, 44, 54 (3) (2 items), 54 (5) (2 items), 56, 62, 77 IV, 105, 107, 
116, 136, 161, 208, 213, 222. 

Wesleyan & General— 23, 38, 54 (i), 54 (2), 90 (i), 93 (twice), 182, 243 (i). 

West of England— 56, 77 I (b), 77 V, 93, 109, 136, 174, 191, 236, 243 (4), 
265, 277, 286 (twice), 297, 301. 

Western Counties— 42, 90 (7a), 103, 122, 129, 149, 170, 230. 

Westminster & General — ^42, 52, 54 (3) (2 items), 54 (5), 77 II, 106, 107, 109, 
136, 187, 189, 226. 

Whittington— 20, 25, 34, 52, 56, 57, 69, 78, 90 (5), 90 (6), 97, 109, 122 (twice), 
150, 172, 187, 190, 193, 206, 211, 244, 245. 

Yorkshire, 42, 4 S4 (2), 77 H, 136, I93, 243 (4), 255, 275, 283, 286, 287, 289, 

290, 297. 



